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@ Time-Saving—only federal tax cases are reported; in one source all 
the “living” federal tax case law 


@ Space-Saving—clear, readable type; but elimination of blank page 
areas means compactness 


@ Money-Saving—reproduced from CCH's Federal Tax Reports, no “mid- 
diemen's profits,” means low price for essential tax decisions 




















The school’s 24-page catalogue, 
1954 edition, is available free 
upon request. Address your card 
or letter to the Secretary, IAS.... 


IAS for 


Postgraduate Training 


One or more college degrees frequently are noted among 
the listed qualifications of [AS enrollees. During the past 
five years* 7,516 men and women who had graduated 


from college or university enrolled for IAS training. 


@ During the same period several thousand others 
whose college or university programs had been inter- 


rupted prior to graduation also enrolled. 


@ Throughout the country many university instructors 
in accounting make it a point to suggest IAS when 
they are asked to recommend a good home-study 


school. We are grateful for their fine co-operation. 


@ IAS, of course, is not in competition with colleges 
or universities. Operating in the field of adult educa- 
tion, its function is to provide complete technical train- 
ing in accounting and allied subjects, as well as re- 
fresher or advanced courses to those with previous ac- 
counting training. Also, in these complex times many 
with excellent educational backgrounds in the arts or 
sciences discover a need for professional training in 


accounting. 


@ The IAS elective plan enables the student to con- 
centrate his study efforts on those subjects that are a 
matter of practical concern in his work. Through home 
study, college graduates and others in need of refresher 
courses or additional advanced training can add to their 
technical backgrounds by making constructive use of 
their spare time. 


* January, 1949, through December, 1953 
s 
INTERNATIONAL ACCOUNTANTS SOCIETY, INC. 
A Correspondence School Since 1903 
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HOW to 


* allocate 

* report 

* control 
your marketing 


costs... 


Here is the fastest “Profit Weakness” | 
LOCATER .. . on record! The first | 
complete “how-to” compilation for in- | 
ternal auditors and controllers. It tells 
how to obtain a higher profit from a 
product ... how to construct sales | 
prices for different methods of sale or 
delivery . . . how to use an account of | 
department’s affairs so that weak spots 
can be detected immediately . . . how 
to obtain marketing costs per transac- 
tion . . . how to pay incentives to sales- 
men and department managers... 
how to analyze difference between actual 
and budgeted profit or loss . . . how to 
control inventories. 


PROFIT 
ANALYSIS 


by Frederick M. Eisner 


B.C.S., LL.M., C.P.A. 

















250 pages of ex- | 
perience-rich | 
texts and tests | 

.also 134} 
pages and charts, | 
forms, explana- | 
tions . 384 | 
pages (8'4 x 10) 
postpaid $10 


wee eee eee ee 


CHARLES EISNER, 

70 Linda Ave., White Plains, N. Y. 

Send us a copy of “Profit Analysis, Dis 
tribution Costs, brag | Papers’’—the 
new and timely book on Managerial and 
Sales Price Accounting. We enclose $10.00 
with understanding we can return the 
book within 10 days of receipt if not fully 
satisfied with its contents. 





E | 
ADDRESS | 
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ee how others save 


DEPARTMENT STORES 


a 

* ... simplify figuring of accounts 
payable invoices with the fully 
with automatic Friden Calculator, use 
Friden shortcuts on payroll and 
statistical calculations, expense 
distribution, inventory, sales audit. 
ae A Friden quickly pays for itself in 

ofc time-savings! 


rae ua 
$4 pet ~ 




















figure-thinking 


... compute savings account in- 
terest swiftly and with unvarying 
accuracy on the fully automatic 
Friden Calculator; figure average 
daily balances, foreign exchange, 
average daily float, amortization, 
account costs, interest on notes, 
mortgages, small loans, ete. The 
Friden has big-volume capacity! 











Friden builds calculators 
in a wide price range, 
in every size, 
for every figuring need 


THE THINKING MACHINE OF AMERICAN BUSINESS 





You find Fridens everywhere in business. Because the 

Friden performs more steps in figure-work without operator decisions 
than any other calculating machine ever developed. Each 
automatic Friden decision reduces business overhead costs by 


PLUMBERS saving human time. It’s likely your business can’t afford 


.+.- speed out material and labor 
estimates with the fully automatic 
Friden Calculator, also compute oe , . 
aaah chock. texalnes,. dé payroll see the Friden figure-think. Call in your nearby Friden Man 
calculations, short-cut many othe : ed 2 . 

“ay Ree Say other and watch a demonstration! Friden sales, instruction and 
plumbing figure problems. Small 
shop operators as well as large service available throughout the U.S. and the world. 
contractors find it profitable to 
save time with the Friden! 


NOT to own a Friden. See what you think when you 


FRIDEN CALCULATING MACHINE CO., INC., San Leandro, California. 


© Friden Calculating Machine Co., Inc. 














CAPITALISM—PRO AND CON 


Editors, THE CONTROLLER: 

I read with interest Dr. Ruth Alex- 
ander’s article “Can Capitalism Survive?” 
in the February 1954 issue of THE CON- 
TROLLER. For the past several years I have 
been greatly concerned as to whether 
capitalism can survive in America with 
the trend toward social legislation. I des- 
perately want capitalism to survive in my 
country because capitalism built it into 
the richest country in the world. In my 
opinion, Dr. Alexander's gospel of capi- 
talism should be preached to every Ameri- 
can and especially to our legislators, the 
President, and his advisors. 

Could you send me five reprints of Dr. 
Alexander's article so that I may send a 


copy to Senators Douglas and Dirksen, 
Representative Velde, and President Ei- 
senhower, and keep a copy for myself? I 
will pay any costs involved. If you can 
not furnish the reprints, I will appreciate 
your letting me know how I may obtain 
them. 


WALTER F. REINHART 
LeTourneau-Westinghouse Company 
Peoria, Illinois 

& 


Editors, THE CONTROLLER: 

Do you know, in all my many years of 
defending free enterprise and capitalism 
against all comers, both by precept and ex- 
ample, I have never had my own assurance 
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Industrial Engineering 
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Engineers 
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of its superiority shaken until I read Dr. 
Alexander's harangue ‘Can Capitalism 
Survive?” 

Now that I’ve cooled off I can only reply 
“Not if it follows her advice." From such 
ignorance, malice, and fanaticism, Good 
Lord deliver us! 


RACHEL WELCH 
Co-owner & director of 
Georgetown Press 
Washington, D. C. 


Editors, THE CONTROLLER: 


Please advise the mail address of Dr. 
Ruth Alexander, whose remarkable article 
you have printed on page 70 of your Feb- 
ruary issue. We wish to communicate with 
Dr. Alexander on some matters which are 
related to the subject, ‘Can Capitalism 
Survive ?”’ 

Do you object to a photographic repro- 
duction of your article ? We can use some 
copies to very great advantage and, would 
prefer, of course, to let your magazine 
name be retained so that full credit would 
accrue to your paper. 


ORVILLE A. WELLER 

Budget Director 

Public Service Company of Colorado 
Denver, Colo. 


Permission granted. Dr. Alexander's ad- 
dress is Rural Delivery 1, Canaan, N. Y. 
—The Editors 


“QUITE A LITTLE MEAT” 


Editors, THE CONTROLLER: 

It seemed to me that the articles in the 
December 1953 issue of THE CONTROL- 
LER were unusually good. At least so far as 
I was concerned, they seemed to deal with 
topics of general interest and to contain 
— a little meat. Hope that we can look 

orward to more of the same. 


T. J. McCARRICK 
Eastman Kodak Company 
Rochester, N. Y. 


HIDDEN TAXES 


Editors, THE CONTROLLER: 

I enjoyed reading the hidden taxes item 
in “Scanning the Scene” in the December 
1953 issue of THE CONTROLLER. Some 
time ago Prentice-Hall made a very ex- 
haustive study of hidden taxes and came 
up with the following: 

154 taxes on a cake of soap; 201 ona 
gallon of gasoline; 205 on a new automo- 
bile; 127 on a roast of beef; 125 on a cot- 
ton dress; 53 on a loaf of bread; and 502 
on a pair of shoes. 

Of course, this is from the raw material 
to the finished product. 


S. CHAPLIN Davis 

Vice president 

Baltimore Salesbook Company 
Baltimore, Md. 
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N 1953 VOLUME handled by the financing 
I operations amounted to more than 
3 Brttion 100 MiILiion Do.iars. Earned 
premiums of the insurance companies 
exceeded 47 MILLIon. Sales of the manu- 
facturing companies were over 110 MILLIon. 


COMMERCIAL CREDIT’s net income before 
taxes exceeded 52 MILLION DoLLaRs and 23 
MILLION after U. S. and Canadian taxes on 
income. Reserves of over 100 MILLION 
DOLLaRs were available for credit to future 
operations, expenses, credit losses and earn- 
ings. Capital funds exceeded 148 MILLION 
DOoLLars and total resources as of December 
31,1953, were more than 1 BILLION DoLLars. 
All of these figures represent new highs in 
COMMERCIAL CREDIT’s history. 


ASSETS 


on a Record Year 


We are grateful to the manufacturers, 
wholesalers, retailers and consumers who 
made such substantial use of our facilities 
and to stockholders and others who pro- 
vided our operating funds. Particularly, we 
want to pay tribute to the officers and 
employes of COMMERCIAL CREDIT and its 
Subsidiaries for their intelligent and enthusi- 
astic handling of their company’s affairs. 


Lb 


Chairman of the Board 


President 











LIABILITIES 


CASH AND MARKETABLE 1953 1952 NOTES PAYABLE, 
GROUMNEIIG Cy isn ns va aod $ 143 194 074 $ 153 919 460 SHORT THR ©: ..< icccccse 
RECEIVABLES: ACCOUNTS PAYABLE AND 
Motor and Jther Retail...... $$ 641 240 127 $ 570 189 287 ACCRUALS ........ ee 
Motor and Other Wholesale .. 135 148 774 151 333 622 U.S. AND CANADIAN 
Direct Loan Receivables ..... 40 302 307 48 598 257 INCOME TAXES....... i 
Commercial and Other aati 
Receivables. .............. 126 048 068 __ 125 396 090 RESERVES.............000s 
$ 942 739 276 $ 895 517 256 LONG-TERM NOTES ....... 
Less: Unearned Income. ..... 44 863 451 41 084 860 gro terg ting LONG- 
Reserve for Losses ..... 14 246 328 14 012 726 TERM NOTES .........+. 


Total receivables, net... $ 
OTHER CURRENT ASSETS... 
FIXED AND OTHER ASSETS 
DEFERRED CHARGES...... 


$1 068 696 693 $1 031 952 712 





883 629 497 $ 840 419 670 
22 924 942 
13 063 893 
5 884 287 





NET WORTH: 
21 385 278 


Common Stock......... 


ge z Capital Surplus. ..... eevecse 
10 708 186 Earned Surplus. ........0.e0- 
5 520 118 Total Net Worth.......... 











1953 1952 
Agee Vs re ee ae 6 nan Oke Of Net Income before U.S. and and 
Gross Finance Receivables Acquired $3 111 621 259 $2 907 587 057 Cinadiéhs Tame. 
Gross Insurance Premiums, Prior Less U.S. and Canadian Taxes 
Re ree 21 49 718 572 53 278 791 Ob TOC. ost So viene 
Net Sales Manufacturing Companies 110 709 890 _—_ 102 223 306 Net Income of 
oa. in RE AE. a Finance Companies.......... 
Gross Income—Finance Companies $ 82 837 816 $ 67 276 338 Insurance Companies. cree 
j Manufacturing Companies . 
Earned Insurance Premiums, etc. . . 47 003 129 43 455 275 Total Credited to 
Gross Profit— Manufacturing Earned Surplus. . . . . : 
CO Fano ah bask as ous ewes 16 651 081 15 718 283 Common Stock Per Share 
Ss SR Fe 2 187 836 2 947 224 Oe ENON . civ cdeecnooas 
nvestment an unary income.., ci S00 “v4 <4 U. S. and Canadian Tax on 
a ar ere $ 148 679 862 $ 129 397 120 Income...........-+4+. 
A TP erp oe ee 
Total Expenses and Reserves, etc. 71 389 320 68 494 366 a pos % 
Daok: Vawb 6. + cnsndicve ences 
Interest and Discount Charges... . 25 136 968 18 552 284 Interest and Discount Charges— 
CGR COE «0 ccactacicc ea nocoea 











ommercial Credit Reports 

































Copies of our 42nd Annual 
Report available upon request 
COMMERCIAL 
CREDIT COMPANY 
BALTIMORE 2, MARYLAND 


Offering services through 
subsidiaries in more than 400 
Offices in U.S. and Canada 






























1953 1952 

$ 483 290 000 $ 577 165 500 
37 053 609 87 207 083 

31 581 121 27 474 607 

76 048 758 71 896 230 

192 625 000 124 000 000 
100 000 000 60 000 000 

45 770 510 45 645 060 

15 591 922 15 369 499 

___ 86 735 773 _- +73 194 733 
$ 148 098 205 $ 134 209 292 


$1 068 696 693 



















$1 031 952 712 








1952 














$42 350 470 





22 536 163 






$12 197 428 
3 531 614 
4 085 265 





$19 814 307 






$4.34 






4.94 
2.40 
29.40 







3.28 





by Fred Weston 


by Ely Francis 


by William B. Hanson 





AIR FORCE MANPOWER 
MANAGEMENT TRAINING PROGRAM 


Editors, THE CONTROLLER: 

Late in 1951, Walter Mitchell was good 
enough to help us in setting up our Navy 
Comptrollership program. The suggestions 
and advice that he gave us at the time were 
very greatly appreciated and were very 
helpful to us in establishing our curricu- 
lum. 

In addition to the Comptrollership pro- 
gram we have for about two years been en- 
gaged in conducting an advanced manage- 
ment program for the United States Air 
Force. By the end of this academic year 
more than 1800 officers ranging in grade 
from lieutenant colonel through major 
general will have graduated from this 
course. You will appreciate what this 
means in terms of both course level and 
impact on the national defense effort. 

I am enclosing a copy of the curriculum 
of this program. You may notice from the 
curriculum that we lean very heavily on 
reprints from publications in the field of 
management for filling in the gaps in the 
backgrounds of these Air Force students. 

Our friends at the Connecticut General 
Life Insurance Company have sent us a re- 
print of an article of yours called “Good 
Bosses: Key to Good Employe Relations” 
by John A. Spencer (THE CONTROLLER— 
November 1952). Would it be possible 
for you to give us permission to reprint 


THE CONTROLLER 


Forthcoming eatures 
IN THE CONTROLLER 


¥&e PROFIT DETERMINATION IN RENEGOTIATION 
¥%e BUDGET INSTALLATION PROCEDURE 


%& CUTTING CLERICAL COSTS 





this document for distribution to our stu- 
dents ? 

Your cooperation in this connection will 
be very greatly appreciated. If we can be 
of any assistance to you here at the Uni- 
versity, please feel free to call on us. 


Jor L. Jessup 
The George Washington University 
Washington, D. C. 


HANDBOOK ITEM 


Editors, THE CONTROLLER: 

Permission is requested to quote with 
the usual acknowledgments, from THE 
CONTROLLER, May 1953, page 213, col- 
umn 2 of the article entitled “A Method 
of Accounting for a Pension Plan’ by 
John V. van Pelt III. This item is to be 
quoted in the Fourth Edition of the “Ac- 
countants Handbook” (Ronald Press) to 
which I am a contributing editor. 


PAUL E. FERTIG 
Ohio State University 
Columbus, Ohio 


FINANCIALLY SPEAKING 


Editors, THE CONTROLLER: 

Having waded through many uninspired 
bank balance sheet statements, it was a 
pleasant surprise to see the enclosed item 
in the Wall Street Journal. 1 wonder if 
there isn’t some middle ground between 
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the conventional statements and this one 
which would make reading them easier 
and more interesting ? 


C. R. M. 


This Banker Really Threw Restraint 
to the Winds 


PICHER, Okla.—Ralph Chambers, a 
banker since 1915 and “a little tired of the 
rut we bankers get in,” decided to puncture 
the dignity of his bank’s balance sheet this 
year: 

Following verbatim is the report as of De- 
cember 31 for the First State Bank of Picher, 
as it was sent to stockholders and Oklahoma 
banking authorities: 

“Statement fixed so even you can under- 
stand it: 


Owned 


Cash, here and there 
Municipal 1.0.U.’s 
Ike’s I.0.U.’s 

X-Ready money 
Loans (What are we offered?) 
Overdrafts (Whodunit?) 

Total assets 


$277,587.50 
124,853.68 
765,078.76 
1,167,519.94 
134,827.67 
16.03 
$1,302,363.64 


$79,193.95 
1,070,016.89 
1,149,210.84 


Deposits doing time 

Deposits, loose as a goose .... 
Total deposits 

Semi-annual pot split 

Original pot 

Forced ante 

Accumulation and reserves for 

sour notes 

She balances 


98,152.80 
$1,302,363.64 


X-Do you know of another bank with more 
ready money than total deposits? (Anyway, 
we can now sass the examiners.)” 


The report caused ‘‘a lot of comment,” ac- 
cording to Mr, Chambers, president of the 
bank. And the state’s chief bank examiner 
wrote: “I’m coming up there and see if you 
can sass me.” 





W. T. CHAMBERLAIN INC. 


103 PARK AVENUE 
NEW YORK 17 


MURRAY HILL 3-2942 





Insurance 


Consultants 





The largest analytical or- 
ganization of its kind which 
does not sell insurance 
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Can you cut expenses without cutting corners? 


You can, but only by knowing continuously 
where your money is being spent and why. To 
keep giving you this kind of information before 
it becomes history takes a versatile accounting 
method backed up by versatile equipment. 


In addition to all the control data you need, 
IBM accounting provides you with all the 
records necessary to each of the major areas of 
accounting. This means that your regular ac- 
counting data can be broken down in any way 











to give you the best means of appraising 
various phases of your business. You get a 
complete business picture—showing where you 
can cut expenses wisely to increase current 
profits and keep your company in “fighting 
trim.” 

IBM accounting machines do the complete 
job—often providing important savings in 
time, overhead, and money. For details, call 
the local IBM office today. 


International Business Machines, 590 Madison Avenue, New York 22, N.Y. 
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1 Nail down?¢é 


your costs 
for just 17.4I° a month 


AND HERE’S HOW—You can’t escape costs . . . but with a 
Burroughs Sensimatic, at a cost to you of only $17.41* a month, you 
can control them to your best advantage. For example, it gives you 
positive control of your vital cost records—tells you job by job how 
your money is spent . . . what part is for labor . . . what part for mate- 
rials . . . what part for overhead. 


In addition, the Sensimatic gives you mechanized control of 
virtually all accounting jobs...does not become obsolete with changes 
of system or personnel ...is the closest thing to profit insurance 
you can buy. Only through this kind of exact accounting records, 
showing where every penny goes, can you fully protect your business. 

Find out how simply you can apply a Burroughs Sensimatic 
to your particular business. It quickly pays for itself. You will find the 
nearest Burroughs office listed in the yellow pages of your telephone 
book...so call right now. Burroughs Corporation, Detroit 32, Michigan. 


*Arrived at by standard procedure of tax depreciation. 





ONE COST RECORDS + INVENTORY RECORDS 
SENSIMATIC 
ACCOUNTS RECEIVABLE » ACCOUNTS PAYABLE 


handles all 
these jobs GOVERNMENTAL REPORTS « PAYROLL 











| 
a _ Burroughs Sensimatic 


Accounting Machines 


» Wherever There’s Business There’s [Burroughs 





Keep Smiling 

“All is darkness and despair. As a nation we are at the 
bottom of the hill.”” (Detroit Free Press—1837) 

“Nothing in this country is safe, solvent or reliable.” 
(Philadelphia Gazette—1857 ) 

“Collapse is a grim reality. The days of the Republic are 
numbered.” (New York World—1873) 

“On every hand there is depression, wreck and ruin. We 
can't go much farther.” (New Orleans Picayune—1893 ) 

“The old ship of state is sinking. Even Morgan is using 
the subway.” (Wall Street Journal—1907) 


The Trend to Corporate Stocks 

According to Trusts and Estates, the trend to corporate 
stocks by institutional investors is a major feature in today’s 
capital markets. This observation is based on a tabulation of 
investments administered by trust departments of more than 
3,000 banks and trust companies in the United States. Trust 
assets of fiduciaries in this category now total more than $70 
billion, it is reported. 

At the same time, the study pointed out that the present 
estimated composition of trust portfolios includes approxi- 
mately 44.7 per cent common stocks, in contrast to trust fund 
investments of some years ago, when the majority of re- 
sources were in governments, railroads, public utility bonds 
and mortgages. In addition to the common stock investments, 
corporate bonds represented 15.7 per cent, preferred stocks 
12.4 per cent and governments approximately 26 per cent. 


Just How Much Do We “Owe to Ourselves” 

Although recent estimates indicate the apparent net worth 
of our citizens as between $4,000 and $5,000 per capita, 
Clyde William Phelps in a recent analysis of federal and 
state government debt points out that “it must be noted that 
gross public debt, which is a paramount mortgage on our 
people, figures at $1,992 per capita, representing $1,802 of 
federal and $190 of state and local obligations.” 

In the opinion of Dr. Phelps, who is Professor of Eco- 
nomics in the Graduate School and Head of the Department 
of Economics at the University of Southern California, ‘‘the 
true net worth of our citizens is far less than may be popu- 
larly imagined.” 

Total state government indebtedness of $7 billion appears 
small compared with the federal ‘“‘mortgage’’ which is 40 
times as large. Dr. Phelps states that ‘‘on the average, John 
Q. Public in this country owes a per capita state debt of $46, 
plus a per capita local government debt of about $144, and 
to top it off a per capita federal debt of $1,802. 


“All this government indebtedness, which by 1954 must 
exceed $2,000 per capita or $8,000 for a family of four, 
constitutes a first lien against his property and income” . . . 
and it is growing larger year after year. 

The concise study by Dr. Phelps, together with tables in- 
dicating the share of the state and of the citizen in our fed- 
eral debt, and the share of the citizen in state government 
debt, is available, upon request, from Edmund L. Grimes, 
executive vice president, Commercial Credit Company, 14 
Light Street, Baltimore 2, Maryland. 


Thoughts of Tomorrow 

The drive for social security is a phenomenon long ob- 
served and frequently commented upon. The statistics in- 
volved make highly pertinent reading. In an address before 
the New York Chapter of the American Society of Char- 
tered Life Underwriters, Wilbur J. Cohen, technical advisor 
to the Commissioner for Social Security, estimated that there 
are now about 14,000 private pension plans, exclusive of 
profit-sharing plans, in existence in the United States. These 
cover about 10 million workers with reserves built up so far 
to $15 billion. 

As a nation, he said, ‘‘we are setting aside about $10 bil- 
lion a year for organized programs for old-age security and 
the reserves, private and public, back of these plans are now 
between 55 and 6o billions.” 

Private pension plans were lauded by Mr. Cohen. “Not 
only do they provide a higher level of retirement income 
than is available under public old-age insurance alone,’’ he 
said, ‘‘but the private plans serve many purposes that cannot 
be taken into account under the public system.” 


Room for Improvement 

The findings of a special advisory committee appointed to 
study improvements in the various fact-finding programs 
of the Census Bureau, recently presented to Secretary of 
Commerce Sinclair Weeks, include these interesting recom- 
mendations: 


1. Insurance of greater accuracy in counting the nation’s 
unemployed by increasing even further the sampling of the 
nation’s labor force. The advisory group commended the 
Census Bureau for increasing the survey recently to cover 
25,000 families in 230 areas of the country, but suggested 
that this be increased further if unemployment approaches 
emergency proportions. 

2. Maximum use of information from income tax and 
social security returns in business surveys. 

3. A complete census of manufactures in the mineral in- 
dustry. 

4. A “reasonably complete’’ census of business every five 
years. 

A further recommendation called for prompt publication 


of results in more readable form. (Verily, verily, with all 
thine getting, dear statistician-analyst, get readability.) 


—PAUL HAASE 
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THE CASE OF THE SUSPICIOUS BUSINESSMAN / 
Ly Mr Friendly 











He thought his employees odd types Said Mr. Friendly, “Honesty .. . is the best policy ... But 
But didn’t want to ask American Mutual's Comprehensive Crime Policy gives 
The office boy why he wore stripes you complete protection against burglary, robbery, 
Or sometimes wore a mask! theft, forgery and employee dishonesty ... witha 


ge chance to save 15% through dividends!” 
He said, “They're honest lads, I know 6 
The man signed up and worried no more 


... And, although from time to time 
He wondered about the corpse on the floor, 
He knew he was safe from crime! 


And I'm a trusting Boss 
But what if they should swipe my dough 


And cause a frightful loss?” 


With crime on the increase, it will pay you to look into our 


7) special Comprehensive Crime Policy*. . . one of the broadest 

IC N U/, l/ ’ policies ever issued. Send today for free booklet, ‘‘Modern- 

. izing Your Crime Loss Insurance Prorection.’’ American 

Mutual Liability Insurance Co., Dept. C-2, 142 Berkeley 

St., Boston 16, Mass. Branch offices in principal cities. Con- 
sult classified telephone directory. 


"In New York, Louistana and Texas coverage is limited to the stand- 
ard Comprehensive Dishonesty, Disappearance and Destruction Policy. 


... the first American liability insurance company 


AMERICAN MUTUAL LIABILITY INSURANCE COMPANY 











John A. Beckett 


VERY SO OFTEN there comes a time of 
E belt-tightening in business. Expense 
dollars come under double scrutiny and 
economy is the order of the day. Programs 
of cost reduction are in style again and 
the meat axe and scalpel are put to work 
—with skill or abandon, as the case may 
be. 

There is some evidence that we are now 
entering another such era. The days of 
easy money are passing. The Federal Gov- 
ernment has taken a big hitch in the 
money belt. Government contracts are 
being let with extreme caution. Noncriti- 
cal government-sponsored research is be- 
ing cut back. Some very profitable indus- 
tries are fast becoming less profitable as a 
result of curtailed orders and price reduc- 
tions. And the expiration of the Excess 
Profits Tax has caused the passing of the 
cheap and easy 18-cent dollar. 

In short, we are now faced with an- 
other economy drive. 

It is doubtful that these developments 
presage the extreme types of business de- 
pression that have occurred in the past. 
We are not yet in for a period of austerity 
in the United States. Yet it is clear that 
some major economic readjustments are 
about to take place, affecting some indus- 
tries and some companies more than 
others. In this situation, individual busi- 
nesses promptly appraise their positions, 
look for ways to adapt themselves to in- 
evitable change, and aggressively move 
toward greater efficiency. 

In this “economy drive,” controllers 
will play a major role in the development 
of plans for maximizing productivity and 
minimizing cost. They will participate in 
the development of business strategy. 
They will exert strong influence on the 
selection of products to sell, markets to 
cover, and methods of distribution. Their 
counsel will be sought in all manner of 
things incident to such programs. 

In anticipation of these events, con- 
trollers should be prepared to take action 
in the following ways: 


Preparing for Times of Economy 


1. They should develop their facility to 
analyze alternative courses of action. They 
should take a broad look at the kinds of 
business their companies are in, and ap- 
praise in advance the results which may be 
expected from alternative courses of ac- 
tion. They should sharpen their abilities 
to render sound business judgment and 
further develop their capacities for per- 
suading others of the rightness of their 
best-considered solutions. 

2. Then they should be prepared to 
play very important roles in the develop- 
ment of budgets and standards which will 
express in terms of dollars the plans 
which have been adopted and which will 
serve as guideposts and control points 
during the period of the plan. 


It is the objective of this paper to make 
broad recommendations which will help 
controllers to strengthen themselves in 
these two important respects. 


SELECTING THE BEST BROAD 
COURSES OF ACTION 

Now is the time to look at the alter- 
natives ahead. Broadly they involve ap- 
praisals of what each company will be 
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is now director of publications, San Francisco chapter. 
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doing. And this involves first of all the 
types of products the company will sell. 

Here is a suggested approach to “nar- 
rowing the alternatives’ which lie ahead 
50 far as products are concerned. 

First, sales are forecast for a number 
of years in general product groups and 
major product subgroups. Then the ex- 
pected gross profit ratios are entered. 
After estimated gross profit amounts are 
computed, the forecasted selling, adminis- 
trative, and other expenses are provided, 
totaled, and deducted from the gross 
profit amount to obtain net profit before 
taxes by product line. The approach is 
illustrated in Exhibit A. 

This is not an easy task—particularly 
when such forward-looking analyses are 
not regularly —— Yet it is an es- 
sential for providing the bases for firm 
and resolute management later on. Not 
until guideposts for management have 
been developed in this manner can the 
future broad courses of action be selected 
or “pars” for accomplishment be estab- 
lished. 

Experience shows that the preparation 
of such broad forecasts and estimates be- 
comes easier with practice. As it becomes 
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EXHIBIT A 
A HARD GOODS MANUFACTURING COMPANY 


Product Line A 


Subgroup 


No. 2 


Subgroup 
No. 1 


Subgroup 
No. 1 


Product Line B 





Subgroup 


Subgroup 
No. 2 N 


0.3 Total 





Saies 
1950 
1951 
1952 
1953 


$650,000 
646,000 
640,000 
609,000 


$170,000 
175,000 
160,000 
192,000 


Forecasted Sales 
1954 


Gross Profit 
Ratios 
1950 
1951 
1952 
1953 


200,000 630,000 


Forecasted Gross 
Profit Ratios 


1954 
Gross Profit 


Amounts 
1950 
1951 
1952 
1953 


$227,500 
226,100 
217,600 
182,700 


Forecasted Gross 
Profit 


1954 220,500 


easier, the data become more accurate and 
reliable too and afford the means for im- 
proved understanding and improved man- 
agement. Controllers would do well to de- 
velop their facility in this technique in 
preparation for the needs of the near fu- 
ture. 

Here are some of the ways to assure 
success in these analyses: 


1. The first hurdle is the sales forecast. 
In some cases this is easy, in others diff- 
cult. And in a few cases, it is virtually 
impossible. Yet no intelligent appraisal 
of future prospects can begin without a 
careful appraisal of whatever sales op- 
portunities lie ahead. 

Of course, the fact that sales oppor- 
tunities exist does not necessarily mean 
that it is desirable to take advantage of 
them. Whether to capture those sales or 
not obviously depends upon their profit- 
producing ability—a fact that cannot be 
learned until the analysis is finished. Still, 
if the opportunities exist—or can be made 
to exist by the expenditure of sales effort 
—the first preliminary and tentative fore- 
cast should include them. 

Controllers are very much concerned 
with the reasonableness of such estimates 
as are made for future sales. Although 
the estimates are likely to be prepared by 
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$416,000 
440,000 
442,000 
441,000 


400,000 


$112,300 
118,800 
114,900 
114,700 


$1,490,000 
1,556,000 
1,583,000 
1,589,000 


$116,000 
116,000 
110,000 
112,000 


$138,000 
179,000 
231,000 
235,000 


165,000 150,000 1,530,000 


$ 56,600 
75,200 
101,700 
103,400 


$ 58,000 
56,800 
55,000 
54,900 


So 


the Sales Department, there is much that 
controllers can do to confirm.or deny their 
validity. They should compare them with 
historical data to note trends. They should 
analyze them in terms of units of product, 
wherever practicable, and determine the 
price changes which have been antici- 
pated. They should appraise them from 
all angles, since they comprise so large a 
part of the total picture which they pro- 
pose to paint. 

2. Next come the gross profit per- 
centages by product lines or major prod- 
uct subgroups. In this case, history has 
been found to be a great help. It provides 
an excellent place from which to start in 
anticipating the future. If a company has 
been making an average gross profit per- 
centage of 27 per cent on ig ee 1 of 
Product Line B (as shown in Exhibit A) 
at least we know where to start in esti- 
mating future costs and measuring their 
prospective effect. 

3. Finally, the anticipated amounts of 
selling, administration, distribution, and 
other post-manufacturing costs are col- 
lected and assigned to product group 
classifications in the form of rough budg- 
ets. And net profits by product lines are 
computed by deducting assigned costs 
from the gross profit for each such group. 
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In some instances it is desirable in this 
sort of analysis to omit from assignment 
those fixed costs (such as those of gen- 
eral administration) which bear no direct 
relationship to product line groups. There 
is much to say in favor of this omission, 
and the omission is recommended when 
the results—for the purposes intended— 
are thereby made more conclusive to the 
reader. 

When these summary analyses have 
been completed, the next task is to ana- 
lyze them carefully. Skill and judgment 
are essential here. These are some of the 
things to look for: 


1. Are the historical percentages mov- 
ing one way or the other ? 

2. Are there substantial differences in 
gross profit percentages as between dif- 
ferent products within the subcategories ? 

3. Is there a significant variation in 
product mix within the subcategories ? 

4, Is there a trend in product mix? If 
so, what influence will this have upon 
total gross profits and the gross profit 
percentage for the subgroups ? 

5. Appraising the odds realistically, 
how much improvement in the gross profit 
percentage would be made by substantial 
cost reductions resulting from economy 
drives, better production programming, 
or other manufacturing improvements ? 

6. How much will changes in the cost 
of labor and material affect the percent- 
age? What changes in these costs are ex- 
pected ? 

7. What effect does the method of ac- 
counting used have upon the gross profit 
percentages ? 

8. How much could selling or distribu- 
tion expenses be reduced and still main- 
tain the projected sales income ? 

9. How much could other post-manu- 
facturing costs be reduced without affect- 
ing the volume predicted ? 

10. What questions of future policy 
are raised by the projected figures ? 


Careful consideration of all these 
points provides an opportunity for con- 
sultation with a great many people, some 
of whom are to be found inside the com- 
pany and others who are not. For example, 
the probable future cost of labor in a 
company’s particular geographical area is 
something that an outside economist may 
tackle more effectively than can some per- 
son within the company. There may be 
adequate talent internally to provide re- 
liable estimates of future manufacturing 
improvements, yet it may be necessary to 
engage an outside marketing consultant to 
supply information about consumer pref- 
erence trends and their probable effect 
upon the mix of the company’s products. 


*It is not considered appropriate to the main 
theme of this article to discuss at this point the 
pros and cons of assigning costs for these pur- 
poses. Many pertinent and helpful references are 
to be found in the publications of Controllers 
Institute, NACA literature, and elsewhere. 











There are innumerable sources of informa- 
tion and judgment which can be tapped 
for these purposes. 

Still we must remember that at this 
stage the most that is required is a “rough 
cut’’ at the figures, to see what the broad 
results will be. Precision is not required 
and there is a practical limit to the amount 
of discussion throughout the whole organ- 
ization, and beyond it, that should be 
stimulated for such a limited objective. 
Therefore, a great deal of educated guess- 
ing is permissible in this first inning. 

The controller who has sound judgment 
knows when he is taking liberties with 
assumptions; he knows when to back up 
and narrow the limits of his guesswork 
by tracking down more definite informa- 
tion on the problem at hand. When he 
has done this he has preserved the ability 
of the figures to tell a meaningful story 
to all concerned, even though those data 
contain some assumptions that are not 
proved, and some estimates that are 
strictly guesses. 

Before finally selecting a gross profit 
percentage which represents the best esti- 
mate that he can make, the controller 
should observe the results of past volume 
changes and their effects upon historical 
gross profit percentages. The behavior of 
gross profit percentages in the past is 
very often symptomatic of the existence 
of a substantial body of fixed costs ap- 
plicable to the product group. 

An example of this is shown in Exhibit 
A, Subgroup 2 of Product Line A indi- 
cates a normal gross profit of 35 per cent 
at the volume level of from $640,000 to 
$650,000. When the volume fell off to 
$609,000 the cost of goods sold increased, 
as a percentage of the sales amount, with 
a consequent reduction of the gross profit 
percentage. This is probably an indication 
that fixed costs are influencing the be- 
havior of the ratios; a quick check will 
prove whether this is right. Since volume 
for the coming year is estimated at $630,- 
000 and manufacturing cost reductions are 
planned, a 35 per cent return on products 
in this subgroup is projected. 

Something more than cost behavior can 
cause the percentages to change, of course. 
An example is found in the case of Sub- 
group 3 shown in Exhibit A. The pro- 
jected behavior of the gross profit per- 
centage—a drop from 44 per cent to 30 
per cent—is partly attributable to expected 
volume decline and “‘stickiness” of costs. 
But in this case there is more, too. A re- 
cent price drop in one of the major prod- 
ucts of this subgroup has further impaired 
the gross profit expectancies. And now, 
for the first time, this whole product group 
comes in for further and much more 
careful scrutiny. The projected drop in 
volume, coupled with the recent price re- 
duction, indicates danger ahead. Now is 
the time to explore other alternatives. 

True, the gross profit percentage on this 
subgroup remains higher than two of the 


other four subgroups. Yet the prospective 
decrease in gross profit dollars throws the 
whole subgroup “into the red,” as is 
indicated on Exhibit B, because the selling 
and administrative expenses applicable to 
that subgroup exceed the gross profit de- 
rived from it. 

Clearly, this discovery calls for close 
study of the whole question of what can 
be done to reduce the impact of these 
serious developments. 

It is not practical to list here all the 
possible management action alternatives 
which exist in this case. The following 
are only a few: 


1. Resist the price decline by stressing 
quality and selecting customers to whom 
minor price differentials are not the pri- 
mary factors controlling purchases. 

2. Promote sales volume to compensate 
for reduced gross margin per unit. 

3. Reduce manufacturing costs through 
tighter cost control, improved processing 
methods, and improved production pro- 
gramming. 

4. Partially or fully discontinue the 
line. 





The most extreme remedial action, of 
course, would be to discontinue the line 
entirely. But a decision to do that hinges 
entirely upon whether the company would 
be better off—profitwise—without that 
line. Whether or not that is possible rests 
upon the ability of the company to shake 
off all the selling and administrative ex- 
penses and all the fixed manufacturing 
costs which are assigned to that subgroup, 
or, on the other hand, replacing the low 
margin line with a higher margin line of 
products. 

Only a detailed study of the true nature 
of costs and the alternative product op- 
portunities which exist can provide the 
answer tc that question. 

In pursuit of this answer the controller 
must review very carefully the methods he 
has used—following traditional methods 
of cost application—in assigning costs to 
product groups. Before advising his col- 
leagues on the management team that it is 
advisable to discontinue the line, he must 
assure himself either that the company 
would be better off without it or that an- 
other better product group can be found 
to take its place. 





EXHIBIT B 
A HARD GOODS MANUFACTURING COMPANY 


Product Line A 


Subgroup Subgroup 
a No. 1 No. 2 

Forecasted Gross 

Profit—1954 

(As shown on 

Exhibit A) $40,000 $220,500 
Selling Expenses 

1950 16,500 110,000 

1951 16,900 105,000 

1952 17,000 104,000 

1953 18,500 106,900 
Projected Selling 

Expenses 

1954 18,600 106,000 
Administrative and 

Other Expenses 

1950 9,500 84,600 

1951 10,000 90,000 

1952 12,000 89,500 

1953 12,000 71,900 
Projected Admin- 

istrative and 

Other Expenses 

1954 16,500 91,000 
Net Profit 

Before Taxes 

1950 6,300 32,900 

1951 6,400 31,100 

1952 3,000 24,100 

1953 4,100 (16,100) 
Projected 

Net Profit 

1954 $ 4,900 $ 23,500 
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aaron Product Line B 
Subgroup Subgroup Subgroup 
No. 1 No. 2 No. 3 Total 
$108,000 $82,500 $45,000 $496,000 
39,900 19,000 31,000 216,400 
44,000 19,700 36,000 221,600 
46,100 24,200 45,000 236,300 
44,200 24,800 48,000 242,400 
51,500 24,600 40,000 240,700 
34,200 27,000 27,000 182,300 
38,700 27,900 30,000 196,600 
40,500 28,700 32,000 202,700 
41,000 28,600 32,500 206,000 
40,000 29,000 31,000 207,500 
38,200 12,000 ( 1,400) 88,000 
36,100 9,200 9,200 92,000 
28,300 2,100 24,700 82,200 
27,500 1,500 22,900 41,900 
$ 16,500 $28,900 (26,000) $ 47,800 
was ga dua e AO «2 APRIL 1954 
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DEVELOPING SENSITIVE 
INSTRUMENTS FOR CONTROL 

When well-thought-through programs 
for future operations have been settled 
upon by top management, with the aid 
of many other members of the manage- 
ment group (including himself), the con- 
troller must crystallize those programs 
into budgets, which reflect in advance the 
financial results expected to ensue from 
adherence to the plan. 

A budgetary program should be used to 
(1) ensure planning, (2) promote coor- 
dination, (3) reduce costs, increase prof- 
its, or reduce losses, (4) identify and 
analyze poor performance, and (5) pro- 
mote control of operations. 

Sometimes the job of budgeting is little 
more than a formalization of one of the 
various alternative plans from which the 
final plan was selected. Usually, however, 
it requires further perfection and com- 
pletion than it had in the planning stage. 
The skeleton is there but the muscle and 
the meat may not be. 

Here are some of the basic issues which 
the controller must face in preparation 


for budgeting: 


Complete or Partial 
Budgetary Program? 

The “science of budgeting’ can be 
quite frightening when viewed in its 
entirety. There is much to be said about 
it, and much has been said! It can easily 
become a case of forests and trees. But 
basically its structure and theory are very 
simple. The controller who is bent upon 
using the “science” in his work ought to 
remind himself of this occasionally. 

Furthermore, the principles of budget- 
ing can be applied im part; it is not nec- 


essary to have a completed structure of 
budgets for all aspects of a company’s op- 
erations before beginning. “The way to 
start is to begin.” 


What Kinds of Budgets? 

There is one very disturbing question 
the controller encounters at the outset. 
That is, “Should the budgets reflect one 
given set of conditions, or should they, 
in effect, anticipate a variety of the con- 
ditions which might prevail during the 
period of the budget?’ In short, should 
the budgets be fixed or flexible? 

The advantages of each may be sum- 
marized crudely as follows: 


A fixed budget represents the crystal- 
lization of a plan. The purpose of de- 
veloping a plan in the first place was to 
select the one single alternative out 
of a variety of alternatives, ‘which 
would serve most effectively the ob- 
jectives of the company. To introduce 
alternatives into a plan is to deny the 
validity of the plan selected and is 
merely vacillating, rather than plan- 
ning. 


A flexible budget recognizes the difh- 
culties of deciding in advance—par- 
ticularly with respect to short periods 
of time in seasonal businesses—just 
exactly what volume of operations will 
be maintained and what the product 
mix will be. The necessity for being 
practical dictates the need for flexible 
budgets. 


Since many very capable and influential 
accounting executives hold that fixed 
budgets are the only budgets, fixed budg- 
ets certainly cannot be written off as being 
theoretical and academic. 





"The efficiency expert's advice is to let them have 
their morning coffee. It keeps them awake until lunch time.” 
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The decision as to which is best cannot 
be resolved here. Suffice it to say that the 
controller who is looking toward estab- 
lishing sensitive instruments for control 
in his business will serve his purposes 
best if he rethinks his point of view with 
respect to the types of budgets which will 
best serve the needs of his management 
and himself. 

As is often the case, the amount of 
fiexibility or fixity required in a given 
budgetary control situation may be dic- 
tated by the facts and the circumstances 
of the particular case. One situation may 
require more flexibility than another, or 
one class of cost may deserve more fixity 
because of its very nature.® 


Selecting the Most Critical 
Areas for Budgeting 

Budgeting is most common in the field 
of nonmanufacturing costs—because it is 
easier. As a general rule, the behavior of 
costs is more readily predictable for ad- 
ministrative and selling expenses than it 
is for manufacturing costs. 

Sometimes the need for control of ex- 
penses in this area is, at the same time, 
the most critical. Certainly this is so in a 
company in which selling and distribution 
are primary aspects of total company op- 
erations. 

Whether nonmanufacturing costs are 
major or not, it is well to start budgeting 
seriously for them. Their form and nature 
lend themselves to budgetary control. 
And the whole arena of nonmanufactur- 
ing costs is a good training ground for 
developing facility and improving tech- 
niques in budgetary control. 

In a company in which manufacturing 
and distribution activities are both impor- 
tant, however, the easiest costs to a sa 
(the nonmanufacturing costs) may not 
be the most important to control. Manu- 
facturing activities may need more atten- 
tion. 

A program of partial budgeting may 
start with the least critical aspect of a com- 
pany’s activities, and it may embrace only 
a relatively small part of its total opera- 
tions at the outset. Under these conditions 
it may be used as a training device and an 
experiment in budgeting. No harm can 
come of restricting the scope of the budget- 
ary program at the beginning, and much 
good may result from “taking it slow.’” Yet 
plans should soon be laid for extension of 
the program of budgeting just as fast as 
circumstances will allow. The ultimate ob- 
jective is “all out’ budgeting—particu- 
larly with respect to the most critical areas 
of cost control. (Continued on page 188) 


* For further discussion of fixed and flexible 
budgets see: Allen H. Ottman, Developing a 
Budget Program, in Corporate Treasurers’ and 
Controllers’ Handbook, pp. 100102, New 
York, Prentice-Hall, Inc., 1951. 

* See also J. Brooks Heckert, Business Budg- 
eting and Control, New York, Ronald Press, 
1946. 
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Mute System and Reporting System Analysis 


in an Accounting Department 


Adrian M. McDonough 


esc O 8. C.-T On 


This study is primarily concerned with 
organization analysis. The considerations 
of accounting are emphasized only as a 
testing ground for the development of a 
general technique. This technique is gen- 
eral in the sense that it can be applied to 
any department—whether it be account- 
ing, engineering or sales. The approach 
has been one of classification. Establish- 
ment of the classifications was guided by a 
seeking of patterns which would act as 
bases for comparison. 

Organizational problems are usually 
very complex. This study proposes that or- 
ganization problem-solving can be aided if 
the main framework of the operations of 
the department or activity is developed 
diagrammatically. No matter what format 
is used, the diagram should be an optimum 
in that it shows the major structure of the 
department, with neither too little nor too 
much detail. This is an extremely difficult 
job inasmuch as varying degrees of detail 
in the diagram may be appropriate for dif- 
ferent organization problems. A trial and 
error approach has to be used. Details must 
be added and removed until a group of 
qualified personnel agrees that the diagram 


represents a useful starting place for de- 
scribing the activities of a department. The 
diagram presented in this study has been 
deliberately slanted to emphasize service to 
operating management (Managerial Ac- 
counting). 

At some point in the growth of a de- 
partment it may become worth while to as- 
sign personnel to aid in the job of inter- 
and intradepartment coordination. The 
Reporting System traces out the paths of 
coordination and can therefore be the 
functional base for this assignment. The 
net result is the existence of personnel 
whose main job is to see that “orderly ar- 
rangements are made for providing all 
levels of management with access to the 
full potential of information inherent in 
the systems.” 

No matter how great the size and scope 
of a department, the function of transmis- 
sion of information must be given con- 
scious attention. This study has proposed 
that such attention be focused on three 
classifications : 


1. Mute System Diagram. 

2. Report Analysis Sheet File. 

3. Organization Chart by reports re- 
ceived. 
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GUIDES FOR CONTROL OF 
INFORMATION DEVELOPMENT 
AND REPORTING 


This paper is one part of a study testing 
the merits of applying information flow a: 
the common denominator for all organiza- 
tion planning and control. The theory or 
manner of ibinking roposed herein can 
be summarized as follows: 

The production of all white-collar per- 
sonnel results in the end product of de- 
cisions. Information flow or reporting is 
the material handling of the management 
function. Information flow is conditioned 
by the basic organization structure visual- 
ized in this study by Mute System dia- 
grams. Information flow is further condi- 
tioned by the abilities of individuals in- 
volved. In convenient form this may be 
expressed as follows: 


Mute System -+- Reporting System + 


Executive 
Supervisory }Ability—Quality of Decisions 
Clerical 


Every man in a white-collar position 
should recognize the part he plays in the 
stages of the flow of information through 
to the decisions made by top-management. 

This study, despite its comments on sim- 
plification and automatic information flow 
mechanisms, is not intended to reduce the 
need for use of intuition by management. 
Rather, it pictures a situation in which 
greater confidence is felt by management 
in its decisions. The elasticity of manage- 
ment’s intuition is limited only by the 
scope of the quality of information avail- 
able. 

The use of this approach obviously will 
not solve all management’s problems. It 
may bring many of them into sharper fo- 
cus. The concept of focus is important 
throughout the study. The purpose of all 
a is to obtain a better view. The 
graphic presentations used herein demon- 
strate this idea, i.e., the “woods” picture 
rather than the “trees.” 








DEFINING AND USING THE CONCEPT OF THE “MUTE SYSTEM” 






THE GENERAL 
ACCOUNTING SYSTEM 
IN ACTION—REPORTING 


MUTE GENERAL 
ACCOUNTING 
SYSTEM 


OCCASIONAL 
CHANGES IN 
MUTE GENERAL 
ACCOUNTING 
SYSTEM 


The term “mute system’ has bees coined to connote an operational framework. The 
prefix “mute” reminds us to look at a given diagram as a picture of the system when 
everybody has gone home for the night. This is the system to which information flows 
the next morning. The system will remain relatively unchanged day after day, whereas 
the flowing information will reflect the variables of the business. To put a mute system 
into action requires that information flow be started. At such a time we may say that 
the mute system has added to it a reporting system. Thus, a complete description of a 
department requires a delineation of both the mute system and the reporting system. 


N ANY CONTINUING ACTIVITY there must 
be a basic matrix. It is the identity of 
this basic pattern that determines the title 
given to the activity. Many ramifications 
can be added to give common-named ac- 
tivities widely varying content. However, 
they, by the above reasoning, must tend 
to have some very common attributes. If 
we keep removing the variation this com- 
mon core should appear. This residual can 
be called the mute system. As aa example, 
the activities involved in General Account- 
ing may be represented by three concentric 
rings: the inner circle to represent the 
Mute General Accounting System, the 
middle ring, Occasional Changes in the 
Mute General Accounting System, and the 
outer ring, the General Accounting System 
in Action. 

The two center rings represent the rela- 
tively constant formula from which all re- 
porting must be oriented—a pattern 
which, once set, seldom changes. The outer 
ring, the General Accounting System in 
Action, may also be labeled “Reporting,” 
i.e., the flow of information to, through, 
and out of the two center rings. 

By further analogy the two center rings 
may be compared to a basic machine tool— 
a machine lathe for example. This machine 
is limited in the work it can do by its basic 
design (first ring) and the number and 
variety of attachments (second ring). The 
machine receives its name by these rela- 
tively constant characteristics of the ma- 
chine. Now if we consider the variety of 
materials and skills that can come to the 
machine and compare it to the variety of 
information and skills that can come to a 





General Accounting Mute System, our an- 
alogy is complete. 

The machine is worth while only when 
material is brought through it. The Ac- 
counting System is worth while only when 
information is brought through it. The 
machine is difficult to picture with all its 
complicated movements when it is run- 
ning; it is easy to picture when it is not 
running (part and assembly drawings). 
Likewise, when we apply information to a 
General Accounting Mute System it be- 
comes more difficult to analyze. 

In machine design this problem is taken 
care of by a manner of thinking which al- 
lows concentration on the motions only as 
distinct from the physical parts themselves. 
This is the engineering science known as 
“kinematics.” It is this type of thinking 
that is suggested for organization analysis, 
i.e., separate the basic scheme from the 
motions (to be called reporting). The 
main problem is one of identification, i.e., 
determining the general outline of the 
Mute System. 

In General Accounting, for example, it 
would appear that the “machine” could be 
represented by (1) the double-entry chart 
of accounts in the Balance Sheet; and (2) 
the formula in chart form of the Statement 
of Profit and Loss. 

The “‘attachments”’ could be represented 
by (1) periodic addition or elimination 
of accounts in the Balance Sheet Chart of 
Accounts; and (2) similar changes in the 
Statement of Profit and Loss. 
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The services of a basic machine tool such 
as the lathe (once designed and in place) 
will vary as indicated by the use of these 
machines in companies turning out radi- 
cally different products. Likewise, the very 
same General Accounting Mute System can 
provide varying services in different com- 
panies dependent upon the characteristics 
of the information and the alternative 
paths of the flow of this information. 


USING THE MUTE SYSTEM CONCEPT 

The merit of this type of thinking is 
that it allows us to simplify a complex 
operating system enough to view it piece 
by piece. Thus, basically, there are mute 
system problems and there are reporting 
problems interwoven in action. By analy- 
sis we have two systems, each susceptible 
to further analysis. Each department or 
activity in an organization can be sub- 
jected to this treatment. The net result 
should be: 

1. An inventory of mute system. 

2. An inventory of reports. 

3. An isolation of opportunities for im- 
provements in both systems and re- 
ports. 

The isolation of the mute systems as in- 
stalled in any department can provide a 
sharp picture of the distinct activities per- 
formed therein. This artificial simplifica- 
tion can be accomplished for any organ- 
ized subdivision. Necessarily, this will 
be more difficult for certain phases, e.g., 
the development of a schematic of the en- 
gineering department's system will be 
more difficult to show than that of the 
production control department. Any activ- 
ity which exists and is operated is suscep- 
tible to presentation in schematic form. To 
deny this is to deny that the effort is organ- 
ized. The schematic shows in simplest 
terms the over-all pattern which is both the 
guide and the justification for the present 
way of carrying out the work to be done. 
Once such a pattern does in fact exist and 
is followed, it can be shown graphically. 

Recognizing the mute system’s skeletal 
nature, it should be used to integrate all 
action taken within the subdivision. Its 
establishment allows all interested parties 
to plan their actions based upon a knowl- 
edge of at least the general requirements 
made of others. Compartmentalization of 
information is offset to the extent that 
everyone concerned knows where the in- 
formation should be. The reporting system 
as a separate consideration is then given 
the job of seeing that this information gets 
to the “right place, in the right form, at 
the right time.” 

The separation of mute system and re- 
porting system in any department can lead 
to improvement in both. Faster decisions 
can be made by management, fewer mis- 
takes will occur, and corrective measures 
can be applied more quickly. 
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DEFINING AND USING THE CONCEPT OF THE “REPORT” 


The most simple information system is 
one of direct observation. (Few reports are 
written in corner grocery stores.) While 
this statement is obvions, it is also useful 
in recognizing one of the basic goals of 
the decentralization of large companies, 
ie., faster decision-making. 

In sole proprietorship, decisions are 
made on the spot. The advantage is flexi- 
bility. As an organization grows its struc- 
ture becomes more complex. Duties, spread 
over many specializations, call for an em- 
phasis on control and coordination. Mis- 
takes become costly and each decision must 
be checked for repercussions throughout 
the general structure. The necessity for es- 
tablishing specialized departments brings 
with it the disadvantage of separation of 
interests and slows the flow of informa- 
tion. 

The reporting system should have as one 
of its main chores the offsetting of this 
necessary, but restrictive, compartmental- 
ization of information. The same reason- 
ing applies even more importantly to the 
up and down aspects of information flow 
and is the basis for attempts to have 
“flattened” organization structures. 


THE OVER-ALL 
COMMUNICATION SYSTEM 

The over-all system must include the 
following considerations: 


. Accumulation of information 
. Transfer of information 

. Use of information 

. Storage of information. 


A formalized written reporting system, 
only one element in an over-all communi- 
cation system, follows this pattern but 
must be considered in association with 
other elements of communication media 
such as oral, phone, radio, telautograph, 
teletype, and telegram—all direct—and 
records, data, files, letters, charts and 
tables, manuals (organization, procedures, 
systems, methods) classified as indirect. 

Communications move in and about the 
items listed above. Because’ of the dynamic 
nature of communications, it is extremely 
difficult to analyze a given system in its 
entirety. There is, however, a good possi- 
bility that the reporting system is a reflec- 
tion of the over-all system. Written reports 
can be collected and analyzed. With the 
written reporting system as a base, oral re- 
porting may then be considered for its 
effects. 

A concept of ‘‘reports’”’ can be used as 
the basis for a “report analysis system.” 
The end sought is a set of pigeonholes into 
which most of a department's reports can 
be sorted and then analyzed. The funda- 


mental components of management com- 
munications can be broken down as fol- 
lows: 


1. Request or question orally, or by 
memo, letter, questionnaire. 

2. Advise or instruct orally, or by 
memo, letter, procedure or manual. 

3. Describe or identify orally or by 
written report: 


a. A thing or a specific fact. 
b. A situation—past, present and/or 
future: 
(1) “As is”—static, strict de- 
scription 
A result—measure of change 
—strict description before 
and after change 
A trend—review, interpola- 
tion 
A forecast—anticipation, ex- 
trapolation. 


(2) 


(3) 
(4) 


These four points are the main 
elements in the working defini- 
tion of the term “‘report.”” 


It is important in reporting that we 
bring out the changes that have taken place 
in order to help someone decide what 
changes are going to take place. The above 
content-description of a report is based 
upon the fact that ultimately the collected 
information must be interpreted. In addi- 
tion, someone must make decisions relative 
to the problems brought out by the facts. 


Reports in a system can be classified by the 
way they fit into the pattern which leads to 
a decision. 

The written communication which is to 
be classified as a ‘‘report’ does not ask a 
question, nor does it simply give advice 
or instructions based upon experience. 
Rather, it gives the results of a recent in- 
vestigation. 

An investigation is a selecting process— 
picking out certain facts. If someone at a 
higher level decides which are the impor- 
tant facts to be gathered, the gathering it- 
self, with proper supervision, can be con- 
sidered as an almost mechanical operation. 
However, if the investigation is “to find 
the cause of,” or includes the responsibility 
for making recommendations, the degree 
of thinking involved becomes important. 
The term “investigation’’ includes both 
the mechanical gathering and the thinking 
involved. The results of both can be in- 
corporated into oral or written reports. 

The first important division of report- 
ing appears when we separate the gather- 
ing of facts from the analysis of these facts. 
Further divisions can be made to allow 
more detailed study. A suggested general 
breakdown of reports is as follows: 


1. Basic reports (factual data summa- 
ries) ; 

2. Secondary reports (contain conclu- 
sions) ; and 

3. Complete reports (contain conclu- 
sions and recommendations). 


Reporting can be done in one step by 
one person or in many steps and involve 
the efforts of many people. 


TWO SYSTEMS: ACCOUNTING VERSUS REPORTING 


The Accounting System of an organiza- 
tion should, for analysis purposes, be con- 
sidered as quite distinct from the Account- 
ing Department’s Reporting System. The 
Accounting System can and does provide 
the Reporting System with much useful 
information. The Reporting System can 
and does help to move information within 
the Accounting System. Thus, in practice, 
the two systems blend and appear as one. 
For smooth operations this is as it should 
be. However, it is often helpful to separate 
these into two problem areas. 

The idea of separating the Accounting 
System from the Reporting System is not 
new. In accounting literature there has 
been much recognition of the advantages 
of doing so. The viewpoint and vocabu- 
lary, however, have been somewhat differ- 
ent from that expressed here. The litera- 
ture is concerned with the breakdown 
between Legal-Financial Accounting and 
Managerial Accounting. That which fol- 
lows is directed toward showing the scope 
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and relationship of these terms shown on 
the facing page. 

Before going on to consider the term 
“Accounting System’’ it is well to make a 
few comments. Note that Managerial Ac- 
counting is very broad in scope. Note also, 
however, that it is heavily slanted, even by 
its title, to providing a service to operating 
management. This is the key difference 
between the two activities. Legal-Financial 
Accounting (leading up to the Balance 
Sheet and Statement of Profit and Loss) 
gives the condition to the enterprise 
periodically—usually monthly and yearly. 
Managerial Accounting provides a con- 
tinuous, moving analysis of the business— 
this analysis being both the control mech- 
anism for present operations and the basis 
for planning tomorrow's and next yeat’s 
operations. 

The difference is strictly one of degree. 
Managerial Accounting is based upon the 
fact that yearly, and even monthly, reports 
are not enough to carry on operations. The 
men on the line want to know what is go- 
ing on today and what is going to happen 





as far as possible into the future. The 
Legal-Financial Accounting system serves 
the “outside” requirements and makes a 
major contribution to Managerial Account- 
ing by providing a basic and stabilized 
frame of reference. However, the Balance 
Sheet and the Statement of Profit and Loss, 
by themselves, are of little specific use for 
internal operations: 


“The general statements produced by 
accounting systems with some alterations 
in presentation and valuation procedures 
may serve the needs of various ‘outsider’ 
groups, but in an enterprise of any ap- 
preciable size such general statements are 
almost entirely useless for managerial 
purposes.”* 


THE ACCOUNTING SYSTEM 

There is a wide variety of definitions 
for this term. They range from very broad 
to quite narrow. For example: 


1. Broad. Accounting: Act or system of 
making up or stating accounts; the body 
of principles underlying the keeping and 
explanation of business accounts. Account- 
ing draws from the results furnished by the 
bookkeeper inferences as to the condition 
and conduct of the business. 

2. Narrow. An accounting system can 
be represented by a chart of accounts 
leading to the balance sheet. 


With such a range of meanings, ex- 
planation: may be in order every time the 
term is used. Analysis is not facilitated by 
such looseness. We must be more specific 
when we are considering problems within 
an accounting department. It was the rec- 
ognition of this problem that led to the 
greater rise of cost accounting. Today we 
can say that we have two basic systems of 
account at work in an accounting depart- 
ment. It is the content of both of these sys- 
tems that is meant when the term “‘Ac- 
counting System” is used in this paper: 

1. The General Accounting System 

2. The Cost Accounting System 


The writer would add a third basic sys- 
tem—The Accounting Department Re- 
porting System. 

To summarize, moving from broad to 
narrow we may arrange the various phases 
of accounting as follows: 


Management Planning and Control is 
the all-encompassing term for the hier- 
archy of systems used in running a busi- 
ness. 

Managerial Accounting tefers to prep- 
aration and dissemination of facts, usu- 
ally in figure form, to meet internal and 
external requirements of a business. 

General Accounting (Legal-Financial 
Accounting) covers the double-entry sys- 
tem of accounts which is directed solely t« 
the preparation of the financial statements 
—primarily the Balance Sheet and the 
Statement of Profit and Loss. 


* Neuner, Cost Accounting, page 751. 


Cost Accounting refers to the detailed 
breakdown and build-up of the day-to-day 
costs of operation. When future considera- 
tions of volumes and inputs are brought 
in and applied, Cost Accounting becomes 
Budgetary Control. 

Reporting. The orderly arrangements 
made for providing all levels of manage- 
ment with access to the full potential of 
information inherent in the General and 
Cost Accounting systems. 


The terms “General Accounting’? and 
“Cost Accounting” refer only to the arith- 
metic of the matrix of each. It does not 
consider how these figures are to be 
brought together or how these figures 
could be used by management. Rather, it 
assumes that, in each accounting depart- 
ment, charts of accounts, balances, summa- 
tions and variances could be obtained. 
These would be labeled the Accounting 
Mute System. (Continued on page 181) 


LEGAL-FINANCIAL ACCOUNTING* 
“Traditional legal-financial accounting has become coex- 


tensive with the double entry system. 


. . . The whole 


double entry system is directed at producing the financial 
statements, virtually to the exclusion of all else. As a result, 
traditional accounting is limited to pecuniary aspects of 


status and operations. 


. The objectives of legal-financial 


accounting are: (1) Apportionment of Equities, (2) Tax 
Administration, (3) Social Regulation, (4) Court Action, 
(5) Sale of Equities, (6) Credit Granting, and (7) Labor 


and Public Relations. 


“These objectives reflect to the system the following re- 


quirements: 


1. The accounting system must comply with certain legal 
requirements made by government. 
2. The system must seek comparability among time 


periods and among enterprises. 
3. The system must be objective . 


. to allow independ- 


ent verification by disinterested third parties. 
4. The importance of solvency has resulted in grouping 
of balance sheet items in order of their ‘currentness.’ 


“The result has been an accounting system characterized 
by the conventionality of its methods and its end products— 
the balance sheet and the statement of profit and loss.” 


MANAGERIAL ACCOUNTING* 

“Enterprises are directed and operated by management 
through a system of orders, records and reports. Managerial 
accounting is conceived as coextensive with this system. . 

A great many orders included in the system of orders, re- 
cords, and reports take the form of standards or estimates— 
traditionally excluded from accounting until the rise of 
budgets and standard cost systems. Records and reports may 
cover virtually the entire history of an enterprise. The system 
of orders, records, and reports includes all bargaining trans- 
actions to which the enterprise is a party and a host of man- 
agerial transactions occurring wholly within the enterprise 
and solely by authority of the management. Thus, as here 
conceived, managerial accounting includes most of general 
financial accounting, all of cost accounting and all of produc- 


tion control.”’ 


* By permission from Management Planning and Control by 
Billy E. Goetz, McGraw-Hill Book Company, Inc., 1949. 
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Why Waste Millions ? 


Wayland S. Bowser 


ROBABLY NO ONE IS SO FOOLISH that he 
Ponda deliberately spend two dollars 
for something he could buy in the store 
next door for half that amount. He might 
if he were not aware of the real value or 
of the availability of the bargain, but 
once he became aware of such a situation 
he would go to the store next door. That 
is, I suppose, everyone but a taxpayer. 

The purpose of this article is to make 
you aware that there is such a bargain in 
the clerical methods being used to with- 
hold income and social security taxes as 
against a method that could be used. Em- 
ployers are wasting millions of dollars 
collecting and reporting employes’ taxes; 
the Government is wasting millions post- 
ing individual's social security accounts 
four times a year when once would do 
the job. 

The original method of collection of 
the old age benefit tax by pay roll deduc- 
tions automatically forced the exclusion 
of a lot of people from the benefits of the 
law. The law has since been changed, 
however, and now covers some domestics 
and farm workers as well as some self- 
employed not formerly included. Never- 
theless it still excludes professional people 
and other self-employed who in equity 
have as much right to a federal pension 
at age 65 as you or I. They are Americans 
and they work—so why the discrimina- 
tion? 


Regardless of that, however, when the 
law was changed to cover certain self- 
employed people, a method of tax collec- 
tion had to be devised which would 
handle those cases. The method decided 
upon was to permit them to report the 
F.I.C.A. tax in their income tax returns, 
and that, it seems to me, is the proper 
way to collect that tax from all individ- 
uals. 


SINGLE DEDUCTION RECOMMENDED 

Employers on the other hand should 
withhold from pay rolls both the income 
tax and the old age benefit tax, using a 
single deduction from a combined tax 
table. One of the social security bills, as 
passed by the Senate several years ago, 
had a provision under which the old age 
tax pe the employe’s income tax would 
be withheld as one lump sum. That was 
a good idea which should be revived and 
adopted to replace the present separate 
tables. 

The combined table should be con- 
structed by adding two per cent of the 
highest wage in each bracket to the with- 
holding tax. These tables should be used 
throughout the entire year even though 
that procedure would continue to deduct 
the old age tax after the maximum tax- 
able wage has been reached. The chances 
are that the deficiency in income taxes of 
those who earn more than $3,600 an- 
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nually will be greater than the excess of 
social security tax withheld and no harm 
will be done. By this method an em- 
ployer’s pay roll department would make 
a single deduction from each employe 
each pay period rather than two. 


FORM REVISION 

So far I think we can all agree that 
this method would simplify the employ- 
er’s pay roll work. The next question to 
consider is the reporting required, and 
that also can be simplified. 

I suggest that federal form No. 941 
be revised as shown in Exhibit A. You 
will note that lines 1, 2, and 3 would re- 
port each quarter the total tax withheld 
including the element of old age tax for 
which employes are liable. Lines 6, 7 and 
8 are used to report only the old age tax 
for which the employer is liable. Line 9 
provides space for the total. 

The “Depositary Receipt Record’ has 
been moved from the back of the form 
to its face. This is made possible by the 
complete elimination of Schedule A. Thus 
form 941 is reduced to 8” x 10” with all 
typing on one side. This would constitute 
the entire quarterly reporting of pay roll 
taxes to the Federal Government by em- 
ployers. 

The elimination of Schedule A of form 
941 (or in other words form SSib) is 
suggested because I can find no provision 
of law which requires quarterly informa- 
tion on each employe’s earnings. Annual 
information is sufficient for determining 
his average earnings, needed only when 
the employe applies for retirement bene- 
fits. The other factor required, namely the 
number of calendar quarters in which the 
employe earned $50 or more, can be sup- 
plied, as you will see later, on the W-2 
form. 

That covers the federal quarterly re- 
ports; now how about the year-end state- 
ments? Here I'd suggest that the W-3 
and W-2a forms be continued with the 
revisions shown on Exhibits B and B-1, 
In other words, employers’ annual report- 
ing would follow past procedure. The 
only differences would be that the W-3 
suggested contains a reconcilement of the 
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EXHIBIT A 


employer's old age tax as well as the 
tax withheld from employes and the total 
of both as reported on form 941. 

The W-2a forms would report each in- 
dividual’s tax without distinction as to 
the amounts of income and social security 
taxes and would balance to item 3 in the 
W-3. The only information added tc the 
W-2a would be the number of quarters 
in which the employe earned $50. 

(The fact that the law requires ‘he 
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Total number of copies of with- 
holding statements (Forms W-; _ 
transmitted herewith — 


Quarter ended March 31... $. 

Quarter ended June 30. wail 

Quarter ended September 30. 

Quarter ended December 31 
TOTAL 


pone R $_. 


2. Total 4meome” tax withheld from 




















quad aDirRice 

e —\ WITHHOLDING STATEMENT—1953 x om 
. Federal Taxes Withheld From Wages LICATE) 

“FEDERAL INSURANCE CONTRIBUTIONS ACT U. 5. eweonen TAX WITHHOLDING 5 INFORMATION 

FEDERAL OLD-AGE AND SURVIVORS INSURANCE) (TO BE REPORTED ON EMPLOYEE'S INCOME TAX RETURN) 

Total F.L.C.A yes (before pay- | F.LC.A. en tax with- | Total wages —_ payroll de- | seg == 9 tax with- 

roll deductions) paid in 1953* held, if an juctions) paid in 1953 | held, if any 
$ 3 3 $ 


Gaaplores's same, addiea of principal place of busiaem, cad Kdeetiication sember ) | 





















PROPOSED FORM 

























BMPLoYES Oe 3 Scat 





“Ul your woges we: 


your FIC A + are the same as woges U.S. 
TAZ WITHHOLDING INFORMATION,” but sot more than $3,600. 











va umber, 





number of quarters 


























EXHIBIT B 










W-2 to show both the income tax 2nd 
the old age tax deducted from the em- 


ploye + pay does not change — proposal. must be filed at the same time as your Employ- 
I am not trying to follow existing law ; er's Quarterly Federal Tax Return, Form 941, 
my object is to show how the job can for the fourth quarter of the year (unless you 


best be done and to get the law and regu- 
lations changed to conform. ) 


security purposes an additional copy of 
the W-2, which I have called W-2b on 
Exhibit C, should be prepared. by the em- 


re 


1. The original of this reconciliation form 


ceased having employees before the end of the 
year, in which case it must be filed within 30 
: ‘ days after the last payment of wages). This 
To complete the reporting for social form must be accompanied by a Form W-2a 

copy of Form W-2) for each em- 
ployee (a) from whom phakic rd has been 
withheld during the year.-c#+(b}-whese-wages 
tor-eny-peyrolt-peried ence cies so asin 


INSTR! TIONS 


é . . Pree 
RE carte ob RnR retain bm mame cme rir 





ployer and given to the eraploye along 
with the original and duplicate of the 








D 


rt dietion; hough r 
Stb-onc+on-Form-W-ae— 

2. You should send with these forms an add- 
ing-machine tape or some other type of list 
showing how you obtained the total of imeeme2 
tax withheld as shown on all Forms W-2a. This 
total will be entered on line (A) on the face of 
this form and should be in agreement with the 
amount shown on line (B). Any discrepancy 
fer-sueh-peried between the two amounts must be fully explained 
in an attached statement. 






















W-2. The employe would then prepare oo FOR FURTHER INSTRUCTIONS SEE CIRCULAR E 

his federal tax return computing his so- é baseeihinreal ees 

cial security tax as well as his income tax 

and apply his total withholding against EXHIBIT B-1 

the sum of the two. Exhibit D shows the 

revisions required on Form 1040. ADVANTAGES OF CHANGE 2. Schedule A of Form 941, in which 


He would attach his original W-2 as 
well as the social security copy (W-2b) 


to his return, or, if he is self-employed, are as follows: 


The advantages of the proposed plan 


he prepares and attaches the equivalent 1. Employers would have only one fed- 3. 
of a W-2b. After validating the W-2b eral tax to withhold from wages in- 
forms, the directors of Internal Revenue stead of two. 


would deliver them to the Social Security 
Administration for posting to the indi- THE CONTROLLER 


vidual accounts. 







the employer now reports the wages 
of each employe each quarter, would 
be eliminated. 

The Social Security Administration 
would have one pusting per year per 
employe instead of four. 
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Porm W-2 
US Treery Devartwoamt 
recon. cmdomaaed Federal Taxes Withheld From Wages 


WITHHOLDING STATEMENT—1953 








FEDERAL ACT U. &. 
GUDERAL OLD-AGE AND SURVIVORS INSURANCE 
Total F.L.C.A. wages (belore pay- | F.L.C.A. employee tax with- 
roll deductions) paid in 1953*| held, if any | 
$ $ g 





Total wages (before 


smcoser“TAx ING 
(TO BE REPORTED ON EMPLOYEE'S INCOME TAZ RETURN) 
yroll de- | Federal ieeeme"fax with- 


uctions) paid in 1953 


held, if any 
$ 








EMPLOYEE (Prat emploves's soca! serv rity ccm oumber, 
mame, and full address belo 


=. enplaver’s Weattibcorion pamber, 
number of quarters 


wages amounted to 
$50 or more 


aed addzess below) 


(PLEASE PRINT. / this is 4 joist return of husband and wife, use first names of both) 
HOME ADDRESS 





(PLEASE PRINT. Stseet sod cumber or russi route) 








(City, town, of post office) 
Social Security No. 


(Postal 2008 number) 








This statement is imporiant, aad should aot 





— ag ams subject to FLCA tasen butane oe Hd own above nerses To EDPLOTES: 
ages ore the some as w Ss scone 
Tax ‘WrrmuLsaNG TMPORMATION,” but act more than hy 600. 


| is pin SEE OTHER pi 


{ most be attached to your U.S. income tax return for 


166731204 








Federal Taxes Withheld From Wages 


WITHHOLDING STATEMENT—1953 


EMPLOYEE'S 


COPY 
(DUPLICATE) you in 1953. 





FEDERAL INSURANCE ComIRIDOTIONS ace rs: 
(FEDERAL OLD-AGE NCE | TO BE 
Total F.LC.A esnstichataoe F.LC ployee tax with | t ta 
toll deductions) paid in 1953* | held, ie ony, | 
$ |$ > 


EPOBTED ON 


TAX heer ey moment INFORMATION 


payroll de- | Feds 
ductors s) paid in 1953 } 


EMPLOYEE'S INCOME TAX RETURN) 
tax with 
held if any 


|$ 


1, List your name. If your wife (or husband) 
bad no income, or if this is a joint return, 
list also her (or his) name. 


(Wear side's gima—do as lt che 
See Rest vecome sot nehaded 'e 


“ 
C. List names of your children Gacled- 
ing stepchildren and legally pooped 
ve 1953 gross incomes of 
than $600 who received more 
lh one-half of their support from 
See Instructions, } 
D. Eater number of exemptions claimed for other close relatives listed in Schedule I on page 2 
E. Enter total number of exemptions claimed in A to D above 
2. Enter your total wages, salaries, bonuses, and other 
J roll deductions. Persons claimin, 


Empares Mame 


| 65 or over Blind 
-| 65 oF over (Blind 
a ee 























Enter number of children listed 





rt rag in 1953, 
before pay- 


3 caveling or po ed expenses, see eatin 


to age 





Original W—2 Forms Here = a =, 


<x 
E 





EMPLOYEE Prat omploree * serial security eceount pamber one employer's ideaulication somber, 
number of quarters 


wages amounted to 
$50 or more 





and address 





= 





SS =~ Plea Attach All 


about 10 percent of your 


s 





*U your wages wore subject to FIC A. tones, but ore not shows above EMPLOYEE: Detach thu 
your F1C.A. woges are the same as wages shows wader “U Sasa = De NOT send it to the Dist 
TAX WITHHOLDING INFORMATION,” but act more than $3,600 ote 


opy cod keep it as port ot your tax records. 
not Director of later 


rf 
m 


ae! Revenue with your iccome 


to—e7Bi ez 


3. If you waited dividends, interest, 
rive details on page 2 and enter the total 
L4 id amounts shown in items 2 and 3, and enter che total here . ..|S. 


r d or legall 1 persons qualifyi der Schedule J “Head of Household,” check here (1). 
wows income Wag LESS THAN S30 tt Use che tax table on page 4 ¥ deductions. The The table slows 


deduc- 
Srencoes J Ld eer Tn it will jeaety be to your yy Sempre mod icemize chem fend mys meet your tax on page 3. 3. 


— 


Lever is to your anange 
5. CAD Enter your tax from table on page 4, wc gebseete » Page 3 


income for 








or any other income = Gerla akg 
here . 

















5 you itemize 
ble contributions, interest, taxes, expenses, etc. If 


Compute tax on page 3 








(B) Enter your 





6. How 





Pe} WITHHOLDING STATEMENT—1953 
ae hear eee’ Federal Taxes Withheld From Wages 


SOCIAL eee sae 
TRIPLICA 


any overpa 





FEDERAL INSURANCE CONTRIBUTIONS ACT 
(EDERAL OLD-AGE AND SURVIVORS INSURANCE 
Total F.L.C.A. wages (belore pay- | F.I.C.A. employee tax with- 
toll deductions) paid in 1953*| held, if any 
s $ $ 


Total wages ary 


| U. S. Secowee TAX WITHHOLDING INFORMATION 
(TO BE REPORTED ON EMPLOYEE'S INCOME TAX RETURN) 


yroll de- 
ductions) paid in 1853 





Federal fli with- L 


'P 


much have you paid on your 
$i BY By tax wichhel i icem2, "pore). Ama Oge 
'B) By payments on 1953 Declaration of Estimated 


Yrcat on your 1952 ax ot aimed 

7. If your tax (item 5) is lar, payments (i! 
can of tax doe Tate here. Fin chase! thoes be pets p 

8. If your payments (item 6) are larger than your tax (item5), 
Enter amount of item 8 you want $. 








ee 


























(Credited on 1934 





. Do you owe any prior year Federal tax for which you have been 





(Prat employee's some! security cs umber. 
EMPLOYEE wome, and full oddrese below! 


950 


YER x a identhcanca umber, 


number of quarters 
wages amounted to 


wed address below) 


making a separate return for 1953? (Yes or No) 
If you have filed a return for a prior year, state latest year 19. 
To which District Director's office did you pay amount claimed in i 


ied? (Yes or No) ....... sien 


If “yes,”’ wrive her (or his) name ...... 
Where filed? 





6 (B), above? ____.___._______.__. 





Tdeclare under the 
or more been examined by me 


ties of perjury that chis return (including any accom 
a the howe of om <4 belief is . Tadic p Levine 





(Bignature of person, other thaa taxpayer, preparing this wecum) = 


y knowledge and 





“Gee” (Signature of taxpayer) 





(Name of fem or employer, if any) 


fe of taxpayer's wile ox husband if this is joint return) (Dame) 
BOTH MUST SIGN. se-anee-1 





> wt 





“ll your wages were subject to F1.C.A. taxes, but are sot shows above, NOTICE TO EMPLOYEZ: 
your F.LC.A. wages are the same as wages shows under “U.S. 
TAK WITHHOLDING INFORMATION, ” bu! cot ore thaa $3,600. 





1953. SEE OTHER 





be lost or mislaid. It must be attacked to your U.S. income tax retura for 
SIDE. 


This statemea! uw important and should 





ve—e7312-1 


or 2% of your F.I.CeA. wages shown on FORM We2 











and Triplicate 











EXHIBIT C 


4. Since all taxes withheld in excess 
of the exact social security tax would 
apply to income taxes, there would 
never be an occasion requiring ad- 
justment of social security tax. This 
would be true no matter how many 
times the taxpayer changed jobs in 
a year. 

The plan provides a uniform method 
of collecting social security taxes. 
In other words no matter how the 


law may be changed in the future 
to cover occupations not now cov- 
ered, the procedure to handle them 
will have been established. 


To summarize I leave with you these 
suggestions : 
Include employes’ federal old age 


tax in the withholding tax tables 
and handle as a single tax. 


EXHIBIT D 


. Provide space on the federal in- 
come tax return for taxpayers to re- 
port their own old age tax. 

3. Discontinue quarterly reports of em- 
ployes’ wages (Schedule A—Form 
941) 


Once those changes are accomplished 
employers and the Government (tax- 
payers) will save millions of dollars. Why 
continue to waste them? 


New Motorized Film Reader Offers Choice of Three Maciiidileie 


Magnifications of 23, 30, and 40 times 
are available by simply interchanging the 
lenses of a new motor-driven microfilm 
reader, announced by Recordak Corpora- 
tion, subsidiary of Eastman Kodak Com- 
pany. At these magnifications, 16mm. film 
images produced by the standard, duo, or 
duplex microfilming methods can be 
viewed at high legibility and eye comfort. 

A precision-built desk model, the new 
motorized reader has all film loading and 
operating controls located on the front of 
the reader within easy reach, just below 
the eye-level screen. A single knob con- 
trols both the direction and the rate of 


film travel across the reader screen. Scan- 
ning speed of the film, in either direction, 
can be adjusted from slow to high speed 
for rapid advancing and rewinding. An- 
other control switch provides continuous 
film movement automatically at any se- 
lected scanning speed desirable either 
for locating a specific image or for in- 
spection purposes. An accessory foot con- 
trol is available for added convenience. 
Through the use of rotating, optical 
flats, the images remain in sharp focus at 
all times, whether the film is at rest or in 
motion. By simply turning another con- 
trol, the images may be rotated through 
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360 degrees and piaced in a correct, up- 
right reading position on the screen. A 
lateral control moves the film from side 
to side so that the full width of the film 
can be viewed. This is necessary for duo 
and duplex types of films at certain re- 
ductions. Additional lens assemblies for 
varying the magnification, and a foot 
switch for starting and stopping the film 
are available as accessories at extra cost. 

Facsimile pare of the enlarged film 
images can be made in the motorized 
reader under normal room lighting by 
using a y 2894 sensitized photographic 
paper. A frame and platen are built into 
the top of the machine for this purpose. 

The Recordak Motorized Film Reader 
is available for immediate delivery. 
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YOUR COMPANY’S 


L 27 BUY @ 
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Retirement Plan je 





DESIGN... First i in importance a\\ 


is selection of the proper plan or 
plans for your C ompany. 


INVESTMENT... Once a plan 
has been established, nothing is 
more important than the proper 
investment of your funds. 


Ay We have had many years of ex- 

\ perience in the desig m, adminis- 
\ tration, and investment of all 
Nt types of employee benefit plans. 


Write or telephone our PENSION TRUST DIVISION 
55 Wall Street, New York 


‘CITY BANK F ARMERS TRUS T COMPANY 


HEAD. OFFICE: 22 WIL L TAM STREET, NEW YORK 
{ffiliate of 


THE NATIONAL CITY BANK OF NEW YORK 


Established 1812 





ECONOMIC INDEXES 

Woolgathering may go down if fact-gathering goes up. 
Government agencies have been instructed to speed the de- 
livery of reports on such things as employment, sales and 
business spending for plant expansion—statisticians have 
been asked to take steps to improve their economic gauges 
and indexes. Business planning and decisions should be 
aided by more accurate information and more timely infor- 
mation—but the Government seems to be having trouble 
getting its new employment index off the ground. 


TAX ERRORS 

IRS claims that one person in four filing Federal Income 
Tax returns in the under $10,000 bracket will make an error. 
Three out of every five returns on incomes between $10,000 
and $50,000 will require adjustment, correction and com- 
munications with the taxpayer. IRS hopes to save some time 
by sending out a new type of error notice on which are listed 
26 types of mathematical errors made on form 1040 returns. 
Field agents will mark the appropriate mistake on the new 
form and mail it to taxpayers with a refund or a bill for ad- 
ditional taxes. 


RESERVE BOARD POLICY SHIFT 

During 1953, according to the FRB’s annual report, the 
Reserve system moved from a policy aimed at restraining in- 
flation to one of deliberate easy money. In the first part, the 
buying or selling of Government securities was directed 
“with a view to exercise and restraint upon inflationary de- 
velopments”’ which would slow the growth of the money 
supply. By the end of the year, money was made adequate for 
demands and even more plentiful to inspire borrowing at 
low interest rates. 


JOINT BUYING 

Under certain conditions . . . where there is no attempt 
to restrict competition . . . an association of distributors 
formed to combine purchasing power to obtain favorable 
prices and terms is not in violation of the Trade Commission 
Act—so goes a recent FTC ruling. 
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COST JUSTIFICATION 

FTC dismissed one complaint of price discrimination (un- 
der Robinson-Patman) because price differentials granted 
under a quantity discount schedule were found to have made 
only due allowances for differences in cost. 


BUDGET DIGEST 

Highlights of the 1,300-page Budget Document prepared 
for Congress, have been outlined in a 64-page booklet—pre- 
sumably for laymen. ““The Federal Budget in Brief’’ includes 
appropriations recommendations by agencies, special analy- 
ses, and charts and tables. 


BONDS FOR SALE 

The Treasury is considering a plan to get investment bank- 
ers and brokers to sell its savings bonds. Under the proposal 
the Treasury would not pay any brokerage commission but 
the brokerage house would pay a commission to its salesman 
forall the savings bonds they sold—without cost to the Treas- 
ury. Brokerage houses would benefit by getting more leads on 
people with money to invest. Many governmental officials are 
cool to the plan and there will undoubtedly be heated argu- 
ments before the plan is finally accepted or rejected. 


RESEARCH AND TAXES 

Laboratories established in connection with an industry 
product or service for which there has been issued a separate 
expansion goal, will be eligible for fast tax write-off. The 
original goal covered only laboratories having defense re- 
search contracts, whereas the new goal covers laboratories un- 
dertaking development research along lines shown to be in 
the interest of the National Defense Program. 


WHITE COLLAR DEDUCTIONS 

New interpretations of policies regarding permissible de- 
ductions from, and offsets against, pay of administrative and 
professional employes have been proposed by the Wage- 
Hour Administrator. The new interpretations relate to pay- 
ment for certain types of absences on the part of the employe, 
pay deductions when absence is for jury duty, military leave 
and other services for which there is compensation, and mini- 
mum guarantees and initial and terminal work weeks. 


INTERNAL REVENUE RECORDS 

Recent discovery of historic records relating to income 
tax will undoubtedly be of interest to historians and archi- 
vists. One of the papers found in the attic of the Internal 
Revenue Headquarters in Washington was a letter dated 
March 15, 1791, from President Washington to the Secre- 
tary of the Treasury giving instructions on the enforcement 
of the first Internal Revenue Act. Another interesting letter, 
dated 1821, to the Secretary of the Treasury recommended 
the merger of two collection districts in New York because 
the collector of one of them had absconded. President Mon- 
roe approved the merger. Harassed taxpayers may wonder 
why IRS can let priceless historical records lie around for 
163 years but will impose penalties if a $2.00 payment is 
a week late. —BEN JAMIN R. MAKELA 
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$1675 
pays *15,000 annual dividend 


L. F. Rothschild & Co., N.Y.C., one of the coun- 
try’s leading Stock Exchange firms, calls their 
Recordak installation “One of the smartest in- 
vestments we ever made.” Total cost in 1953 
for Recordak Microfilmer, Film Reader and Micro- 
film was $1,675. Now see how they figure their 
$15,000 per year savings. It may suggest ideas 
for your business, regardless of its type or size. 


$10,500 saved by eliminating manual transcription. 
No longer is it necessary to transcribe by hand the 
stock certificate numbers for the millions of dollars 
worth of securities passing through the firm’s hands. Or 
to keep two men busy every day listing the certificate 
numbers and the amount of shares on customer-stocks 
going ex-dividend. This job, for example, is now done in 
one hour daily by the girl at the Recordak Microfilmer. 

Transcription errors and resultant tie-ups are also a 
thing of the past. The Recordak Microfilmer photographs 
documents as fast as they are fed with 100% accuracy. 

Plus a $2,700 saving in stationery. Recordak Micro- 
filming reduced twenty-four separate office routines to 
eight, which eliminated the use of many oflice forms, 
records and carbon copies. 

Plus an $800 saving in postage and express charges. 
Recordak Microfilms have replaced the duplicate paper 


investment in Recordak Microfilming 


records of transactions and can be mailed to the 
out-of-town vault at a fraction of the old cost. 

Plus a $1,000 saving in vault-storage and record- 
elimination costs. Their Recordak Microfilms can be 
stored in approximately 2% of the space previously 
required, will remain intact year after year. Extra pro- 
tection which L. F. Rothschild appreciates. 

Can Recordak Microfilming cut your costs? In all 
probability, yes / For this truly amazing process is now 
simplifying routines for 65 different types of business . . . 
thousands of concerns. And the chances are some of 
these routines are similar to yours. 

Write for full story—including facts on the line of 
Recordak Microfilmers designed for all requirements, all 
budgets. Recordak Corporation (Subsidiary of Eastman 


Kodak Company) , 444 Madison Ave., New York 22, N. Y. 


=RECORDEK 


(Subsidiary of Eastman Kodak Company) 


originator of modern microfilming—and 
its application to accounting systems 


**Recordak” is 
a trade-mark 











No more tedious retyping and 
proof reading ...wasting high- 
priced time in making extra copies. 


One page of typing saved 
per day... pays for the 
Bambino in any office. 





Introducing 
The Bambino 


a new, high speed, low cost 
direct copying machine 


for every office... 
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The Bambino is the new Ozalid™ model, little larger than a typewriter. 


It reproduces anything typed, written, or drawn on translucent paper, 
that is not over nine inches wide, any length. Most letterheads are 
translucent enough for reproduction. 


It makes finished letter size copy in less than a minute, delivers them 
dry, at a cost of less than two cents. 


The Bambino needs no messy developing solutions. Any girl can use it. 
And it pays for itself, even in a small office. Modestly priced at $410. 


For a demonstration call the Ozalid office or distributor listed in your 
phone directory. Or write for free, illustrated Bambino booklet— 
to 200 Ozaway, Johnson City, N. Y. 


OZALID 


A Division of General Aniline & Film Corporation 
..- From Research to Reality 
In Canada, Hughes Owens Company, Ltd., Montreal 





Profits through Auditing Policies 


W'= MANAGEMENT will make provi- 
sion for a periodic independent audit 
of its policies and their implementation. 
This type of audit will quickly reveal those 
policies which should be reviewed, and 
possibly revised, as well as those which, 
although soundly conceived, have suffered 
by misapplication. 

In a speech delivered to the American 
Management Association, W. I. McNeill, 
management consultant associated with 
Arthur D. Little, Inc., New York, stressed 
that significant profit can be realized 
through the auditing of management poli- 
cies. The major policy areas which should 


be the subject of auditing, according to 
Mr. McNeill, include the organizational 
structure, as well as policies associated 
with the major departments of the com- 
pany: namely, manufacturing, sales, ad- 
vertising, accounting, personnel, and re- 
search and development. 


ORGANIZATIONAL STRUCTURE 

The first and most important depart- 
ment of a business is the Executive De- 
partment in which the #1 item on the pol- 
icy check list concerns the planning for 
growth, expansion, and integration of the 
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business. Item #2, equally important, is 
the need for a formal plan of organiza- 
tion. In some instances the lines of author- 
ity and responsibility in an organization 
are not clearly defined. The lack of clearly 
defined authority and responsibility may 
have an important bearing on the success 
of the company, and the happiness and 
loyalty of its executives. 

An audit of policies may even concern 
itself with the choice of directors. Two 
questions which should be answered are: 
(1) Is i in the interest of the company 
for the directors to be officers and i? rove 
their own acts?; and (2) Is it good policy 
to have a Board made up of entirely out- 
side experts in different fields? 

Many companies spend large sums ot 
money for the services of outside con- 
sultants. What policy should guide deci- 
sions in this matter? In choosing a con- 
sultant, some concerns make it a policy 
to investigate the qualifications of the per- 
son assigned by the consultant to the job 
as thoroughly as if he were being em- 
ployed by the company on a full-time basis 
for work in the field to be investigated. 

One very important problem in organ- 
ization concerns the separation of the 
functions of treasurer and controller. A 
policy decision involves the protection of 
the company’s interest by having complete 
independence between the officials who 
account for the company’s activities, and 
those who handle the company’s cash. 
Tradition plays a part here; but regardless 
of title, the functions can be separated. 

The last policy subject for considera- 
tion in the executive department is Pub- 
lic Relations. A company’s publicity should 
be well organized, controlled, and coordi- 
nated between departments. The growth in 
stature of employes and executives is 
often stimulated or retarded by the com- 
pany'’s policy concerning employe partici- 
pation in extra curricular written or spoken 
professional activities. 


AUDITING POLICIES 
RELATING TO ACTUAL OPERATIONS 

In the manufacturing area, the first pol- 
icy considered pertains to the profitability 
of control through operating standards. 
This can be one of the most important 
means of effecting savings in labor, ma- 
terials, and overhead. A by-product of 
this policy study is whether or not wage 
incentives are necessary in order to effect 
savings. 

Closely allied with determinations of 
factory performance is the control of re- 
pair and maintenance. Buildings and 
equipment may be allowed to get into a 
state of disrepair in bad times, or there 
may be a policy necessitating keeping both 
in good repair in bad times as well as 
good times. 

The auditor of policies will be inter- 
ested in determining the degree to which 
the authority for the control of capital ex- 
penditures is delegated to different levels 
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of organization. Suitable checks and bal- 
ances can safeguard the reasonable return 
on each investment. 

An audit of policies in the sales field is 
of major importance. For instance, how 
about a policy for establishing selling 
prices? In some companies, selling prices 
are established solely by competition; but 
it is always desirable to have a policy for 
determining yee profitability by speci- 
fying what should be included in cost for 
items such as distribution, selling, ad- 
vertising, research and development, and 
other general and administrative expenses. 
There is a temptation on the part of some 
sales officials to omit certain expenses in 
determining profitability. There is also 
the problem of selling below cost ; that is, 
should the company as a matter of policy 
sell below cost in order to maintain a com- 
plete line, or for any other purpose? Also, 
what about uniform sales vs. special 
drives? Finally, in a growing business it 
may be necessary to formulate a policy on 
sectional vs. national and foreign sales. 

Policies regarding advertising may in- 
volve big money, particularly in busi- 
nesses like soap, drugs, and tobacco. The 
question “What kind af advertising?” 
involves company policy concerning the 
value of institutional advertising as well as 
other forms, such as radio, newspaper, tele- 
vision, and magazines. Frequency of adver- 
tising and length are also important. 


THE SPECIFIC RESPONSIBILITY 
OF CONTROLLERS 

What policies are there in the control- 
ler’s field that call for top-level decisions ? 
First of all, is there a philosophy of ac- 
counting ? While there are many accepted 
practices and policies for accounting, there 
are also many practices in which com- 
panies differ widely, such as in handling 
depreciation, pricing inventories, and cal- 
culation of cost or market. In order that 
continuity of earning power may be re- 
flected in the Saaiat statements, it is 
always desirable to have the mathematics 
of financial statements reflect a continuing 

olicy. 

Which of the many methods of pricing 
inventories should be used? Each com- 
pany should have a very definite reason 
for whatever policy it adopts for pricing 
inventories and know its effect on profit 
and loss statements. Another item that can 
affect the realistic nature of profit and 
loss statements is the method of handling 
depreciation. Here again, a definite con- 
tinuous policy is desirable for financial 
statements and cost purposes, as well as 
perhaps a separate policy for tax purposes. 


IMPORTANCE OF THE HUMAN FACTOR 

In the field of personnel relations a 
most important item to both the company 
and its employes is the question of remu- 
neration for services rendered. Should 
the wage policy give effect to cost of liv- 
ing, allowance for productivity, wages 
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paid in the community, or what? Many 
concerns approach the wage problem on 
the basis of expediency at the particular 
moment instead of having a policy towards 
which they are always working. What is 
true of hourly employes is also true of 
salaried employes. 

Closely akin to wage and salary remu- 
neration is the question of retirement al- 
lowances. Good men are often more inter- 
ested in retirement plan policies than they 
are in immediate salary. Conditions of 
work and fringe benefits such as seniority, 
holidays, and vacations are equally im- 
portant and many companies find it desir- 
able to adopt as policy a master union 
contract toward which all current negotia- 
tions are directed. 

A well-rounded personnel policy can- 
not help but include a trained replacement 
for every job, the induction of new men, 
and a specification for new men. 

In concluding consideration of the pol- 
icies frequently handled by the Director 
of Industrial Relations, one cannot over- 
look the subject of contributions. A policy 
in this area can save a lot of executive time 
in debating specific issues in this field. 

Finally, this check list of policies for 
audit, cannot overlook the research and 
development department. How much 
money should be spent, and how should 
that expenditure be controlled ? 

The foregoing describes the major pol- 
icy areas which must be considered by the 
management of any modern industrial 
organization. However, the maturity and 
farsightedness with which policies are 
formulated in these areas will, to a large 
extent, influence the successful operation 
of a company. But sound management 
policies alone are not enough. To an even 
greater extent, it is the forcefulness and 
constancy with which these policies are 
carried out that distinguishes the effective 
organization from the mediocre or poorly 
managed firm. Periodic audits of these 
guiding principles of a business can help 
insure profitable operation. 


New Standardization 
Procedures Cut Federal 
Agencies’ Buying 

A reduction in the variety of 20 items 
of office furniture, supplies and equip- 
ment which federal agencies purchase is 
expected in the wake of new standardiza- 
tion procedures, according to Tax Outlook. 
Through this program it is expected some 
$2.7 million on office furniture alone can 
be saved annually on the approximately 
$18 million worth the General Services 
Administration buys for all agencies ; pos- 
sibly 10% on the $53 million spent for 
machines and equipment. Significant 
changes: 25 types of bentwood chairs 
slashed to one; steel clothing lockers from 
136 to 10, and steel office desks from 54 
to eight. 
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Pittsburgh (RIGHT) 


The 20th Anniversary celebration of the 
Pittsburgh Control of Controllers Institute 
of America was held on January 18 in the 
Duquesne Club. The speaker of the eve- 
ning was Congressman Curtis from Ne- 
braska who chose as his subject “The Fed- 
eral Budget and Taxes.” 

Seated at the speakers’ table were (left 
to right) : 

George F. Cronmiller, Jr., vice presi- 
dent and secretary, Harbison-Walker Re- 
fractories Company, (Control director) ; 
H. R. Patton, controller, Carnegie Insti- 
tute of Technology, (Control director) ; 
Dundas Peacock, controller, Elliott Com- 
pany, (Control director) ; James N. Land, 
vice president, Mellon National Bank & 
Trust Co., (member of the Program Com- 
mittee) ; E. H. Thorsteinson, vice presi- 
dent and controller, The National Supply 
Company, (current president of the Pitts- 
burgh Control); Congressman Curtis, 
guest speaker; Harold S. Geneen, control- 
ler, Jones & Laughlin Steel Corporation, 
(vice president of the Control); C. R. 
Fay, controller, Pittsburgh Plate Glass 
Company, (national director of Region 
IV, Controllers Institute as well as a mem- 
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ber of its Executive Committee) ; Way- 
land S. Bowser, controller, Blaw-Knox 
Company, (Control director) ; and Ross 
I. Pontius, assistant secretary and control- 
ler, Steel City Electric Company, (secre- 
tary of the Control). 


Indianapolis (BELOW) 


Current officers of the Indianapolis Con- 
trol of Controllers Institute are pictured 
with charter members on the occasion of 
the Control's 15th Anniversary dinner, 
February 11. Edward Karrmann, charter 











member and first president, gave the his- 
tory of the early days and background of 
the Control and introduced each of the 
charter members with comments about 
their activities in the Control. Pictured 
(left to right) are: Control Secretary Rob- 
ert J. Alerding, auditor, Insley Manufac- 
turing Corporation; Bernard C. Schaefer, 
controller, Advance Paint Co.; Paul Stark, 
vice president, Indiana Gas & Water Co., 
Inc.; Control Vice President Fred H. Bret- 
thauer, controller and assistant secretary, 
Stokely-Van Camp, Inc.; Edward M. Karr- 
mann, treasurer, American United Life In- 
surance Co.; O. J. Norris, treasurer, Ross 
Gear & Tool Co.; Control Vice President 
Charles H. Hittle, vice president and 
comptroller, American National Bank at 
Indianapolis; Edward J. Dowd, secretary, 
Schwitzer-Cummins Co.; S. C. Land, as- 
sistant secretary and controller, Conti- 
nental Steel Corp., Kokomo ; Control Pres- 
ident Gregory M. Layne, controller, Mid- 
States Steel & Wire Co., Crawfordsville; 
and Control Treasurer Gaylord W. Ram- 
ige, comptroller, Mutual Hospital Insur- 
ance, Inc. 

Pictured in the photo below is the entire 
group attending the 15th Anniversary din- 
ner of the Indianapolis Control. 
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New Orleans 


The 1954 Southern Conference of Con- 
trollers Institute is being called to order 
by General Chairman William I. Mon- 
aghan, treasurer, New Orleans Laundries, 


Inc. Seated in the photograph (above 
right) is Lewis E. Frensley, comptroller, 
Magnolia Petroleum Co., Dallas, Texas, 
who presided at the Friday morning ses- 
sion on “Owning versus Leasing” at which 
the speaker was Harold F. Sanders, secre- 
tary and treasurer, Middle South Utilities, 
Inc., New York. 

The Conference witnessed observance 
of the 10th Anniversary of four Controls 
of the Institute: Atlanta, Birmingham, 
Dallas and New Orleans. Pictured above, 
at the opening Conference luncheon, are 
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representatives of the four Controls who 
were presented with a birthday cake bear- 
ing the name of each Control, through the 
courtesy of the Hotel Roosevelt and its 
comptroller, Joseph Samuel, a charter 
member of the New Orleans Control. 


Reading from left to right are: T. A. 
Hamby, vice president, American Creosote 
Works, Inc., New Orleans; William P. 
Stich, treasurer, The Leon Godchaux 
Clothing Co., Ltd., New Orleans; J. M. 
Stonnell, comptroller, Copolymer Corp., 
Baton Rouge ; Clem P. Binnings, Industrial 
Bearings, Inc., New Orleans; Richard H. 
Childers, treasurer and controller, Moore- 
Handley Hardware Co., Birmingham, 
Ala.; Elliott W. Atkinson, treasurer, Lion 
Oil Co., El Dorado, Ark. ; and R. C. John- 
stone, controller, Blalock Machinery & 
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Equipment Co., Atlanta, Ga. 

Messrs. Hamby, Stich, Stonnell and 
Binnings represented the New Orleans 
Control of which they are charter mem- 4 | q)* 
bers. Mr. Childers and Mr. Atkinson are ; 
charter members of the Birmingham and ; To send G letter costs 8 but. ee; 
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RIGHT CENTER 
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sessions of the Conference covered matters 
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Federal Budget and GAW 
Discussed at Eastern Controllers Conference 


beens securities financing, executive 
compensation, the federal budget, de- 
fense mobilization and the guaranteed an- 
nual wage were the major subjects dis- 
cussed at the Eastern Spring Conference 
of Controllers Institute, held March 21-23 
in the Sheraton Park Hotel, Washington, 
D. C. Approximately 200 members of the 
organization attended the sessions the first 
to be held in the nation’s capital since 
1947. The District of Columbia Control 
was host to the gathering. 

The Conference was also the first of its 
kind at which directors of the organization 
were elected. Under the recent change in 
the Institute’s by-laws, the Annual Meet- 
ing of Members now coincides with the 
Eastern Spring Conference, so that officers 
can be chosen and installed in time to take 
over at the beginning of the new fiscal 
year—September 1. The following mem- 
bers were elected to the Board at the 
Washington meeting: 

Allyn R. Bell, Jr., controller, Deep Rock 
Oil Corporation, Tulsa; J. A. Chadbourne, 
president, Old Colony Envelope Company, 
Westfield, Mass.; William A. Crichley, 
controller, Diamond Alkali Co., Cleve- 
land; Lewis E. Frensley, comptroller, 
Magnolia Petroleum Company, Dallas; 
Murray S. Gelber, vice president and man- 
ager, Airesearch Manufacturing Company 
of Arizona, Phoenix; Harry C. Hahn, 


comptroller, Wisconsin Telephone Com- 
pany, Milwaukee; Nelson T. Hampson, 
treasurer, Lowe Paper Company, Ridge- 
field, N. J.; George H. Hetley, divisional 
comptroller, Harrison Radiator Division 
of General Motors Corporation, Lockport, 
N. Y.; Stuart W. McLaughlin, comptrol- 
ler, West Virginia Pulp and Paper Com- 
pany, New York; John A. Paterson, comp- 
troller, The Brooklyn Union Gas Com- 
pany, Brooklyn, and William H. Schrader, 
first vice president, Easy Washing Ma- 
chine Corporation, Syracuse, N. Y. 


REMARKS ON MARX 

The Conference opened with a reception 
and dinner. Guest speaker at the latter was 
Dr. Raymond B, Pinchbeck, dean of Rich- 
mond College, Richmond University. He 
challenged the radical critics of our Ameri- 
can Way of Life, pointing out that “every 
assumption of Karl Marx has been funda- 
mentally overturned since he wrote his 
Communist Manifesto in 1848.” 

“Karl Marx,” Dean Pinchbeck declared, 
“wrote under the influence of Thomas 
Malthus, who believed that the human race 
was doomed to starvation because produc- 
tion could not keep pace with increasing 
population. He was also influenced by 
John Stuart Mill and the latter's emphasis 
on the principle of diminishing returns 
and the iron law of wages. Marx wrote 





MARK YOUR CALENDAR 





CONTROLLERS INSTITUTE 


1954 Conference 
JUNE 3-5 


OCT. 10-13 


Western 
ANNUAL NATIONAL 


City 
VICTORIA, B. C. 
CHICAGO 


Hotel 
Empress 


Edgewater Beach 


OTHER ORGANIZATIONS 


APRIL 12-14 


NATIONAL CONFERENCE OF ELECTRICAL & 


BOSTON 


GAS UTILITY ACCOUNTANTS 


MAY 16-20 


NATIONAL ASSOCIATION OF CREDIT MEN 


SAN FRANCISCO 


58th Annual Credit Conference & Convention 


MAY 20-21 


NATIONAL INDUSTRIAL CONFERENCE BOARD 


NEW YORK 


38th Annual Meeting 


MAY 20-21 


OHIO STATE UNIVERSITY 


COLUMBUS 


16th Annual Institute on Accounting 


MAY 23-27 


NATIONAL OFFICE MANAGEMENT ASSOCIATION 


ST. LOUIS 


35th International Conference 


JUNE 1-3 


EDISON ELECTRIC INSTITUTE 


ATLANTIC CITY 


22nd Annual Meeting 


THE CONTROLLER 


APRIL 1954 





178 


when the abuses of the industrial revolu- 
tion were rampant. 

“Like Adam Smith, who published his 
‘Wealth of Nations’ in 1776, Marx placed 
too little emphasis on the development and 
productivity of capital and labor under a 
system of highly specialized technology.” 

The speaker i the American sys- 
tem as combining mass production at low 
unit cost; mass consumption at low con- 
sumer posed mass employment of labor 
at good wages, hours and working condi- 
tions; mass use of capital with good profit 
and interest returns, and freedom from 
private monopoly and unnecessary govern- 
ment regulations. 


THE 1954 BUDGET 

Rowland R. Hughes, Deputy Director 
of the Bureau of the Budget, spoke on ‘‘Fi- 
nancial Control through the Budget’’ at 
the general session on Monday morning, 
March 22. Mr. Hughes contrasted the cur- 
rent 1954 budget with those of previous 
years. “For the first time since hostilities 
began in Korea,” he said, “new authoriza- 
tions to spend are less in 1954 than antici- 
pated Sass receipts. This is a reversal of 
the experience of the past several years, 
during which annual authorizations to 
spend ran substantially in excess of the 
revenues then being provided by the tax 
system. 

“This lower level of spending authority 
promises lower expenditures not only in 
1954 but also in future years. It is the es- 
sential starting point on the road to a bal- 
anced budget. Also, for the first time since 
fiscal year 1948, budget expenditures in 
1954 are expected to be less than those of 
the preceding fiscal year. The implications 
of this, as a turning point in budgetary 
policy, are obvious. 

“The net effect expressed in the new- 
budget is that new obligational authority 
has been reduced $15.5 billion and esti- 
mated expenditures have been reduced 
$12.3 billion since this Administration 
took office. Put in simpler terms, this is a 
reduction of almost 20 per cent in proposed 
budget expenditures—from $486 for each 
man, woman and child in the nation down 
to $404, a reduction of $82 per capita.” 

Responding to charges that the new 
budget overlooks recessionary trends, Mr. 
Hughes said that the Administration's aim 
is to reduce taxes in order to encourage 
consumer purchases and stimulate produc- 
tion and employment. ‘The budget does 
not prophesy a depression in fiscal year 
1955,” he maintained. “It concludes that 
the nation can make the transition to a pe- 
riod of less costly military preparedness 
without serious impairment of our eco- 
nomic growth. 

“There are many ways other than by 
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merely spending money by which the gov- 
ernment may strengthen the nation’s 
economy. The private segment of the econ- 
omy still provides several times as much of 
the total economic activity as does govern- 
ment. Confidence in sound currency and 
economic policies remains vital to pros- 
perity. Government may help in many 
sound ways, but attempting to assume the 
whole responsibility has demonstrably 
failed as a solution in the past. In conse- 
quence, positive encouragement to provide 
economic activity, rather than an inflation- 
ary cash deficit, is relied upon as a stimulus 
to economic growth.” 


ACCOUNTING AND SEC 

How differences in opinion about ac- 
counting principles affect SEC decisions 
was the theme of an address by Ralph H. 
Demmler, Chairman of the Securities and 
Exchange Commission, who confirmed 
that his agency looks to the standard of 
general 3 me of the accounting 
principles followed in a particular report 
or registration statement in determining 
whether or not it should be accepted with- 
out comment. 

“If a registrant makes a filing stating ac- 
counts on principles for which it claims 
there is substantial authoritative support,” 
he reasoned, ‘arguments can readily arise 
as to whether the claim for support is well 
founded. Accounting is not a branch of 
mathematics like arithmetic or geometry. 
We must reconcile ourselves to suffering 
together from accountancy’s growing 
pains. 

“We have had discussions on accounting 
for stock options and the accounting prob- 
lems poe by accelerated amortization,” 
the speaker explained. ‘‘On the former, we 
have adopted a rule permitting disclosure 
treatment. On the latter, we are accepting, 
in respect of 1953 reports, statements of ac- 
counts which amortize the portion of the 
cost of properties covered by certificates of 
necessity over the five-year period as well 
as statements of accounts which depreciate 
the cost of such facilities over the probable 
useful life of the facilities, but give recog- 
nition to the resulting reduction in income 
tax benefit after the close of the amortiza- 
tion period. 

“We have been importuned to greater 
liberality in balance sheet treatment of as- 
sets acquired as a result of fortunate pur- 
chase, but we shall continue to be practi- 
cally deaf to the persuasion of appraisals. 
We have had several discussions on depar- 
tures in the handling of depreciation. The 
fact that these problems exist does not in- 
dicate a turmoil of controversy. It is almost 
a miracle that the areas of controversy are 
so small.” 


EXPENSE ACCOUNTS 

Three steps which the executive should 
follow in protecting himself against the 
current Treasury drive against expense ac- 
counts were prescribed as follows by Sey- 
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mour S. Mintz, partner in the Washington 
law firm of Hogan & Hartson: 


1. He should be encouraged +o keep the 
fullest possible records of his expendi- 
tures for the company’s benefit, show- 
ing the occasion, the nature and amount 
of the expenditure, the persons present 
and the business benefits anticipated. 

. The method of reimbursement for ac- 
tual expenses should be substituted for 
a flat expense allowance. The use of 
credit cards, charge accounts and other 
methods by which the employer makes 
direct payment will also help, although 
this will not entirely relieve the execu- 
tive of record keeping. 

. If the reimbursement method is not de- 
sired, it is essential that there be a pro- 
vision in the employment contract or an 
official policy showing the nature of the 


expenses which the executive is re- 
quired or expected to-bear out of his ex- 
pense allowance, if any, or out of his 
salary. Such a provision or statement 
may be helpful, even if the reimburse- 
ment method is used. 


GUARANTEED ANNUAL WAGE 

The guaranteed annual wage, and the 
part which management planning can play 
in achieving it, were covered at the Con- 
ference by two speakers—John V. van Pelt 
III, controller of The Kendall Company, 
Walpole, Mass., who is a member of the 
Institute's National Committee on Man- 
agement Planning and Control, and Nat 
Weinberg, director of the Research and 
Engineering Department, United Automo 
bile Workers—CIO. 

(Continued on page 192) 
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Mute System and Reporting System Analysis (oninued trom page 163) 


IV 


ACCOUNTING DEPARTMENT MUTE SYSTEM 


The diagram on page 180 represents the 
result of the joint efforts of the members 
of a particular accounting department. The 
criteria used as guides during the develop- 
ment of the schematic were those presented 
in the first section of this study. 

1. It was based upon the major depart- 
mental subdivision of activities. 

2. It shows the flow of inputs (labor, 
material, etc.) to specialized sections and 
the distribution through to the end prod- 
uct—in this case the profit or loss entry 
in the Surplus Account. 

3. It is a meaningful simplification of 
the necessarily complicated activities of an 
accounting department. 

4. The resultant diagram is a relatively 
unchanging picture. It reflects those char- 
acteristics of a department which allow it 
to achieve consistency of action—permit- 
ting plans to be made with some degree of 
confidence. 

With these criteria and starting with a 
general schematic shown in the “Cost Ac- 
countant’s Handbook’’* various compo- 
nents were added and refined. The major 
activities fall relatively quickly into place. 
It is the filling in of these activities that re- 
quires great care. Each addition must be 
checked against the general level of detail 
accumulating in the other sections of the 
diagram. The usefulness of the diagram 
will depend to a large extent on how care- 
fully this section is done. 


MAJOR ACTIVITIES 


1. As indicated in Section III, General 
Accounting is oriented toward external 
business requirements, whereas Cost Ac- 
counting emphasizes the day-to-day run- 
ning of the manufacturing organization. 
Thus, the diagram’s first division places 
Cost Accounting on the left side and Gen- 
eral Accounting on the right side. 

2. At some point the detail breakdowns 
of Cost Accounting must be brought to- 
gether with the consolidated accounts of 
General Accounting. This is shown by the 
split center panel showing Financial State- 
ment Accounts. 

3. The Cost Accounting half of the dia- 
gram emphasizes Pay Roll, Direct Mate- 
rials, Burden and Superburden. The indi- 
vidual systems are brought together in the 
lower left corner in the Factory Cost of 
Sales Account. 

4. The General Accounting half of the 
diagram emphasizes the accounts leading 
to Profit or Loss and Surplus. 

5. The elements of Auditing, Manual 





* Cost Accountant's Handbook, 1944, Ronald 
Press, New York, p. 236. 





System and Reporting are shown at the 
bottom of the diagram. This indicates that 
these three activities cover the entire area 
of the Accounting Department. Each may 
be keyed systemwise to the diagram. 

It is to be expected that anyone using 
this diagram will have had experience in 
the accounting field. The deliberate sim- 
plification of the system has allowed a 
graphic presentation. ‘Overlays’ showing 
the extended details of the system may be 
developed. These can be prepared on 
translucent sheets or tied to the basic mute 
system by “magnified’’ views. However, 
the more important consideration would 
be to have only the basic mute system as 
shown here and develop, mentally, the ex- 
pansion of the detail. With such an ap- 
proach throughout a department there can 
be a greater tendency toward coordination. 
A common frame of reference exists but 


there still is much leeway for individual 
initiative and interpretation. 

Note that the mute system of the de- 
partment makes no reference to individuals 
by name or title. It does not indicate how 
many people or subdivisions are needed to 
operate the system. It simply identifies the 
general jobs to be done. It represents the 
skeletonized structure as it has developed, 
usually over a period of years. The test of 
time has indicated that these are the 
various phases of accounting necessary to 
the running of the business. The diagram 
shows quite clearly the general types of 
information available. However, it doe’ 
not answer the following questions: 


What are the “specifications” of the 
information desired ? 

W ho is to do the job? 

When is it wanted? 


These are administrative questions to be 
considered under the Department Report- 
ing System which is explained in Section 


V 


ACCOUNTING DEPARTMENT REPORTING SYSTEM 


A reporting system presumably gathers 
and disseminates the more important in- 
formation (in clear form) throughout the 
organization. Following lines determined 
in general by organization departmental- 
ization, reports flow up, across and down. 
It is impossible to watch, in detail, all rami- 
fications of a business. Rather, it is normal, 
through experience, to arrive at certain 
key relationships which indicate the 
danger signs in a business. Top manage- 
ment sets up internal report requirements 
to assure that policies and plans are being 
carried out and that internal changes are 
noted in time to prevent costly adjustments. 

The reporting system, in a sense, allows 





management to ‘‘be in several places at the 
same time.” By careful selection of the 
kind of information wanted and by a care- 
ful bringing together of this information, 
management can identify out-of-balance 
conditions. It can then proceed to internal 
measures of correction. This is the end re- 
sult of the well-designed internal report- 
ing system. 

The integration is completed when the 
relevant external (market, sucial and po- 
litical) reporting is blended in with the 
internal reporting system. Top manage- 
ment then has the necessary information 
that will allow it to make plans guided by 
the best obtainable facts. The benefits of 
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DETAILED SECTIONS OF AN INFORMATION ORGANIZATION 


(FIGURE 2) 
GENERAL MANAGER 


Recurring Reports Received from Accounting and Financial Department 


Financial General Internal 


Daily Plant ‘Report 





Financial Report 


Preliminary Plant 
Report 
Month to Date 


Monthly Operating 
& Financial 
Forecast 


Final Plant Report 
Month and Year 
to Date 


Percent Return on 
Investment 
Analysis 

Month and Year 
to Date 

Forecast Data 

Property Changes 

Increase in Capital Direct Labor and 

Mfg. Expense Per- 

formance Against 

Budget Standard 

Month and Year 
to Date 


Property Changes 
Assets Sold or 
Scrapped 


Annual Budgets 


(in Detaii) Cafeteria Report 





Prod. Costs & 
Labor 


Projects 
Major Material 


Force Data 
Labor & Mfg. Exp. 


Sales and 
Returns 


Manufacturing 
Expense 





“Forecast of Un- 
authorized Assets 
and Tools Required 


Proiects Completed 


Reports on Selected 
Departments 
Selected Current & | ——— 
Product Engr. and 
Development 


Engr. Dept. Report 


Sales Dept. 


Administration Exp. | 


Prime Materials 

|. Consumption by 
|  Dept.—l Report 
|  Spec.—1 Report 
| Summary—] report 
Report } 
| Prime Materials 

Average Costs 


Analysis of Scrap 
Revenue } 
Primary Distribution 
} 


Inventories by 
Account Numbers 
Expense | 

| Rolling Mill 
Operating Report 


| 

| Personnel Dept. 

Report 

| Month and Year 
to Date 


Expense 


Month End Review 
of Direct Costs 


Month End Review 
of Mfg. Expense 


Labor Force Data 
(No. of Employes 

Avg. Hours Worked 
by Department) 


of Payroll Labor 


Monthly Employe 
and Payroll Report 
Personnel 
Statistics 


No. of Employes by 
Responsibility Level 
Indirect Labor 


Analysis of 
Sales 
(in Detail) 


Summary of Manv- 
facturing & Other 
Plant Expenses by 
Plants (3 Reports) 
Gratis Repairs 
by Prime 
Product 
Grouping 
(2 Reports) 


Summary of 
General Burden 
Expense (by 
Departments) 


Analysis of Burden 
Absorbed and 
Overabsorbed 


Burden Outside Reports 





Mfrs. Associa- 
tion Reports 











MANUFACTURING MANAGER 


Recurring Reports Received from Accounting and Financial Department 





Projects 
Assets—Tools 


Financial and 
General Internal 





Daily Plant Report “Forecast—Unauthorized 
Assets and Tools 


(Weekly Basis) 


Special Tools Report 
Current Year—2 Reports 
Next Year—1! Report 
Succ. Years—1 Report 


Preliminary Plant 
Report 
Month to Date 


Final Plant Report 
Month and Year 
to Date 


Property Changes 
Increase in Capital 


Assets Sold, Scrapped 
Abandoned 


Loss or Low 
Profit Models or 
Cost Details 
Selected Departments 
Black Book Analysis 
of Sales Detail 
Actual Cost by Units 


Rolling Mill Report 


careful planning are felt at all levels. Cur- 
rent and selective reporting facilitates 
management's task. 

There must be a top level to the system 
of reports. At this apex the primary need is 
for perspective to aid forecasting. Forecast- 
ing is based upon identification of future 
internal and external changes. Decisions 
made today normally cannot be put into 
effect immediately. The decisions must be 
based upon as clear a picture of the future 
as is possible. Reports properly designed 
and distributed can do much to provide 
this necessary perspective. The major deci- 
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Manufacturing Expense Major Material Costs 


Miscellaneous 


Labor Reports 





Prime Materials 
Consumption by 
Dept.—1 Report 
Spec.—! Report 
Summary—1 Report 


Month End Review of 
Manufacturing Expense 


Direct Labor and Mfg. 
Expense Performance 
against Budgeted Stds. 
Monthly—1 Report 
Yr. to Date—1 Report 


Prime Materials 
Average Cost 


Inventories by 
Acct. No.—1 Report 
Commercial 
& Defense 

Prod.) 


Analysis of Burden 
Absorbed and Over- 
absorbed Burden 
Monthly—1 Report 
Yr. to Date—1 Report 


—1] Report 


Mat’! Variation Report 
Press Room and 
Machining 
Departments 


Summary of Mfg. and 
Other Plant Expense 


Summary of General 
Burden Expense 

Core Room Scrap 

Maintenance, Repairs Report 

and Rearrangements 

(by Plants) Analysis of Scrap 


Revenue 


No. of Employes Gratis Repairs Report 
Average Hours 
Worked 


(by Plant) 


Monthly Review of 
Direct Cost Elements 


Timekeeping Report Commissary Report 


| Hours & Money Over 
Standard Dept. 


Selected Current and 
Forecast Data 


Limits 


No. of Employes by 
Responsibility Group 
Indirect Labor 


Temporary Instructor 
Assignments 








sions which guide an organization must 
precede the control application. Therefore, 
reports to aid planning should receive 
highest ranking with reports for control to 
standards ranked a close second. 

The reporting system selects, gathers 
and transmits. As it passes from one level 
to a higher level, a further cycle of selec- 
tion takes place. Each level passed through 
may add perspective and therefore qualify 
the report content. The goal of a multi- 
level report is to provide a concise reflec- 
tion of raw data tempered by the experi- 
ences and forecasts of qualified personnel. 
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INVENTORY AND REPORTS 

Early in the present study arrangements 
were made to assemble an inventory of 
“reports.” The only criterion at this point 
was that it be a written document which 
left the section. These documents were as- 
sembled in folders using the following 
steps: 


1. The comptroller made arrangements 
for section supervisors to provide sample 
copies of reports. 

2. This supply of reports was checked 
for completeness against written records 
such as manuals, job descriptions, produc- 
tion records and general files. 








3. Reports received were collected and 
categorized according to sections within 
the department. 

4. At this point, section supervisors 
were asked to check the report file for com- 
pleteness. 

5. Arrangements were made with sec- 
tion supervisors to facilitate further gather- 
ing of sample reports. 

6. At completion of these steps, there 
existed a relatively accurate inventory of 
reports originating in the Accounting and 
Finance Department. These reports were 
categorized by origin in section and by 
subdivision of destination. 


REPORT ANALYSIS SHEETS 
As the reports were gradually assembled 
a Report Analysis Sheet was filled out for 
each. These were assembled in a looseleaf 
notebook with tabs indicating the section 
of origin with subdivisions of Internal 
(within division) and External (head- 
a and all other destinations). The 
orm emphasizes the distribution key of 
the report copies. A simple flow diagram 
appears on the back of the sheet. This pro- 
vides a quick view of the fanning out of 
the particular report information. Another 
and more important phrasing of this is: it 
shows the service provided by this report. 
It shows the pattern of flow to: 


. Central Office (Headquarters) 

2. Divisional Senior (Line) Manage- 
ment 

3. Other Divisional Departments 

4, Other Sections within the Account- 

ing and Finance Department. 


_ 


INFORMATION ORGANIZATION 
CHART 

One example of the use of an inventory 
of Report Analysis Sheets is shown in Fig- 
ure 2. This diagram has been labeled an 
Information Organization Chart. The 
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FIGURE 2 
(detailed on pages 182 and 183) 


chart covers the five top-line positions in 
the manufacturing end of the business. It 
is a view of the organization requirements 
spelled out in terms of information origi- 
nating in the Accounting and Finance De- 
partment. In a sense this is a ‘personalized 
organization chart.” The title boxes are ex- 
panded to show definite points of informa- 


Recurring Reports Received from 


General Internal 


Manufacturing Expense 


Month End Review 
of Manufacturing 
Expense 


Loss or Low Profit 
Models Cost Details 


Projects Completed 
Maintenance, Repairs 
and Rearrangements 
(by Plant 


Core Room Scrap 
Report 


PLANT NO. 1 MANAGER 
Recurring Reports Received from Accounting and Financial Department 


General Labor 





No. of Employes | 
and Average Hours | 
Worked 


Loss or Low Profit 
Models Cost Details 


Projects Completed 
Total Hours and 
Overtime Hours 
(by Depts.) 
Timekeeping Report | 
Hours and Money 
over Standard 
Dept. Limits 


Temporary 
Instructor 
Assignments 


PLANT NO 


General Labor 


Total Hours and 
Overtime Hours 


Loss or Low Profit 
Models Cost Details 


(by Depts. 

Rolling Mill 
Operating Report Temporary 
Instructor 


Assignments 


tion contact. This can explain quite vividly 
the relationships of individual manage- 
ment positions to specific departments. 
An extension of this type of analysis can 
be quite helpful in an executive selection 
and training program. First approximation 
to executive job specifications can be de- 
veloped. This is not to be too closely com- 
THE CONTROLLER 


DETAILED SECTIONS OF AN INFORMATION ORGANIZATION CHART 
(FIGURE 2 Cont.) 
ASSISTANT MANUFACTURING MANAGER 


| Material Variations Report 


. 2 MANAGER 
Recurring Reports Received from Accounting and Financial Department 


| Material Variations Report 
Press Rooms and Machining 









Accounting and Financial Department 











Miscellaneous 





Major Material Costs 





Rolling Mill 
Operating Report 


Prime Materials 
Consumption by 





Depts. 


Specs. —4 Reports 


Projects Completed 


Analysis of Material 
Requisitions Charged 
to Processing Supplies 






Materials Variations 
Report Press Room and 
Machining Departments 














Manufacturing 


Material 
Expense 











Plant Reports 





Press Room and Machining 
Departments 





Departmental 
Expense and Budget 
Comparison Reports 





Prime Materials 
Consumption 





Month End Review 
of Manufacturing 
Expense 


By Spec.—1! Report 
By Dept.—! Report 







Analysis of Material 
Requisitions for 
Processing Supplies 







Analysis of 
Operating Supplies 





Maintenance, Repairs 
and Rearrangements 












Manufacturing 


Material 
Expense 








Plant Reports 





Departmental Expense 
and Budget 
Comparison Reports 


Departments 





Prime Materials 
Consumption Report by 
Spec.—1! Report 
Dept.—1 Report 





Month End Review of 
Manufacturing Expense 






Analysis of Material 
Requisitions for 
Processing Supplies 


Analysis of Material 
Requisitions to 
Processing Supplies 








Maintenance, Repairs 
and Rearrangements 


Core Room Scrap Report 








pared with the job classifications of line 
workers. Rather, it should be considered as 
a possibility for better coordination of the 
top management group. It is this thought 
that should be in mind when looking at 
Figure 2. This chart brings out the ulti- 
mate goal of the accounting department re- 
porting system. (Continued on next page) 
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| SUMMARY 


1. The Mute System Diagram can be 
used as a basic definition of the depart- 
ment. All members of the department 
should learn at least these basic relation- 
ships. This diagram is a guide for the ac- 
tivities of internal and external auditing 
and for the integration of the manual writ- 
ing program. Most importantly, it is the 
frame of reference for the origin of 


2. Report Analysis Sheet File 


An inventory of reports stands between 
the mute system and the ultimate users of 


| reported information. The analysis (a) 


looks back to the mute system to see what 
information is normally available, and (b) 
looks ahead to see what information is re- 
quired by the decision makers. This chan- 
neling is indicated by 


3. Information Organization Chart 

This chart shows selective information 
needed by management. The availability of 
a series of such charts can aid in demon- 


| strating the need for closer contacts be- 


tween departments. 
These three classifications form the basis 


| for the analysis of a department's reporting 
| system. This three-step perspective covers 


the range of a department's activities and 
allows adjustments to be made in all three 
classifications. 


1. Most importantly, management is 


reinforced in its decision-making. 

2. Each report can be identified and 
rated for cost versus importance. 

3. Mute System and Reporting System 
can be adjusted if information gaps or 
overlaps appear. 


An extension of this study to other de- 
partments and levels would result in a 
twofold basis for a comprehensive job 
analysis program, i.e., organization audit. 
In present organization terminology, at- 
tempts have been made to determine what 
is to be called “organization structure” 
and what is to be called “dynamic organi- 
zation.” As generalizations, these concepts 
have simply told us that we cannot make 
all our decisions on the basis of an organi- 
zation chart. Organization manuals and 
procedure manuals have been written as 
extensions of the organization chart. How- 
ever, there are many examples of com- 
panies who have had comprehensive man- 
ual development programs and yet can 
show no real progress in the solution of or- 
ganization problems. 

It is to be noted that the views given 
here take into account the possibilities of a 
future where much information is handled 
through the use of electronic equipment. If 
and when such applications are made the 
very design requirements will be of a na- 
ture which will require breaking down the 
present compartmentalization of informa- 
tion. 


DEVELOPING A COMMUNICATION THEORY OF ORGANIZATION 


The word “theory” has not been used up 
to this point. Too often the connotation 
‘theoretical’ condemns a study. Too often, 
on the other hand, does the theorist com- 
plain about the narrow approach of the 
technician or the practical man. Theorist 
and practical man are both guilty of con- 
demning the other to make themselves ap- 
pear relatively more important. This is 
only human. From an objective point of 
view, theory and practice are mutually de- 
pendent. It should be recognized that both 
theory and practice are parts of a sequence 
necessary to all progress. 


NEED FOR ADVANCEMENT IN 
ORGANIZATION THEORY 

It is the combination and recombination 
of matter (or people) that promotes 
knowledge and progress. Thus, the en- 
vironment as it generates change brings to 
the minds of those concerned new possi- 
bilities —to be thought out, to be modeled, 
to be tested, and ultimately to be applied 
and followed up. The recording of these 
streams of thought, research and applica- 
tion gives form and content to the particu- 
lar body of knowledge. Necessarily this is 
a high resource- (time, effort, material) 
consuming process. 

Thus, in any attenipt to build up or com- 


pact a theory there must be a basic and 
strong desire to make progress. The proc- 
ess of theory development in any field must 
of necessity be conditioned by the inputs 
made available for the task. 

Progress in the social sciences, as com- 
pared to the physical sciences, has not been 
sought with much enthusiasm. This restric- 
tion of progress has influenced a phase of 
the social sciences called Business Organi- 
zation and Operation. In this field estab- 
lished practices have their champions and 
attempts to seek alternative formulations 
are subjected to the pressures of ridicule. 

It is the writer's view that gradually 
the opportunities for ““quick-killings” have 
been reduced, primarily by better informa- 
tion in the market place, and secondarily 
by diminishing returns in the field of in- 
vention. Companies must look deeper for 
competitive advantages. The trend toward 
development and growth of large com- 
panies with long-range planning brings a 
new and more compatible environment for 
fostering the development of organization 
theory. 

Education is needed to demonstrate that 
organization is a device for getting the 
highest output from a given resource in- 
put. With this type of thinking, motivated 
people will appear demanding progress in 
the development of organization theory. 
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OBJECTIVE ACCOUNTING 
A Problem of Communication* 


By Carl F. Braun 


Reviewed by E. STEWART FREEMAN 


The purpose of this book is to enlist 
the help of top management engineers and 
educators in bridging what the author 
calls the great gulf between accountants 
and the men who manage our industrial 
enterprises. These men, he says, need in- 
formation collected from all parts of the 
business, worked into cooedinatell and 
helpful shape and transmitted to them 
while memories are fresh in language they 
can understand. 

Accountants, he says, have failed to 
supply these needs; they have been guilty 
of the world’s worst job of communicat- 
ing. Obsessed with the desire for unneces- 
sary and largely fictitious precision, ac- 
countants run up the expense and delay 
their reports beyond the point of maxi- 
mum value. More than half of their arith- 
metic is without significance. A large part 
of the precision arising from cash transac- 
tions is necessarily lost when the costs are 
averaged, allocated and subjected to arbi- 
trary cut-off dates. Yet accountants carry 
to six places data which could be accurate 
enough in three. While they are chasing 
inconsequential details, they habitually 
miss out on the more important things; 
they make gross errors, assigning obsolete 
values, allocating costs to the wrong ac- 
counts, even overlooking whole transac- 
tions. 

When the reports do come out, he says, 
they are likely to be a mass of figures 
without titles, summaries, column head- 
ings, groupings to aid the eye or under- 
standing or adequate explanation or inter- 
pretation. Overcautious and generous with 
unimportant figures, accountants are care- 
less and stingy with the use of important 
words. Yet the effective accuracy of ac- 
counting reports can be no greater than 
the understanding they produce in the 


* Published by C. F. Braun & Co., 1000 
Fremont Avenue, Alhambra, California. $1.75. 
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minds of their readers and this in turn is 
dependent on the definitions with which 
the figures are labeled and the way the re- 
sults are interpreted. 

Some of these things he complains of 
are merely the signs of immaturity, oi 
which no one profession has a monopoly. 
Others with less prejudice against ac- 
countants have pointed them out many 
times, but each generation has to learn its 
own lessons. There is no indication that 
the author has surveyed the experience of 
other companies or read the literature on 
this subject sponsored by Controllers In- 
stitute and its Committee on Education. 
Few if any of the companies represented 
in the Institute would admit such lack of 
progress in their accounting organizations 
as is pictured in this book. 

Not so long ago accountants were hired 
for their ability to be secretive. The 
method of selection and training must be 
different if instead they are to be com- 
municative. Probably what the author calls 
accounting jargon does need overhauling 
and the profession does need more men 
trained in the skillful use of language. 
Yet every specialty from medicine .and 
law to baseball and fishing has its own 
jargon. Words of art have value to the 
extent that they give greater precision to 
technical language but unless the meaning 
is as clear to the reader or listener as to 
the writer or speaker this purpose is de- 
feated. 

Perhaps the author is right that many 
accountants have not made full use of 
nonmonetary measuring devices and prob- 
ably the profession has been and still is 
culpably negligent in failing to recognize 
and measure the effects of changing price 
levels. Yet he goes too far when he says 
that the dollar is an obsolete tool, a tool 
designed originally for money lenders, 
traders and merchants, a tool concerned 
mainly with who owes whom. The dollar 
is still the much-sought-after medium of 
exchange and the only available common 
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denominator for a mixed aggregate of 
costs. On the other hand, it has proved to 
be a poor standard for deferred payments 
and deferred costs. Hence the accounting 
convention which permits the dollars of 
one year to be deducted from or compared 
with the very different dollars of another 
year without any ——- of the dif- 
ference is very vulnerable to criticism. 

Three tough barriers to the reform of 
accounting by accountcnts are cited: (1) 
identification with an activity over an ex- 
tended period develops in the partici- 
pants an almost instinctive tendency to de- 
fend the existing order and unconsciously 
to slant facts or marshal mere dogma in 
support of it; (2) inbreeding created by 
lack of transfers between the accounting 
and other departments tends to seal the 
accountants against different points of 
view, new ideas and changing needs; and 
(3) their skill has been so limited by 
their narrow training in the mechanics of 
bookkeeping and the conventions of the 
past that they are incapable of meeting the 
dynamic needs of modern industry. 

Probably no specialty, whether it be the 
medieval church, the armed forces, the 
medical profession, or industrial account- 
ing, is reformed either wholly from with- 
out or wholly from within. The buyers 
must learn to discriminate and then force 
the sellers to compete for their favors. In 
companies where this has taken place 
great progress in the development of ac- 
counting tools has long since been made. 
Capable men have been selected and 
trained and top management has codp- 
erated in achieving results. In other com- 
panies, where top management either did 
not know what it wanted or was unwill- 
ing to pay the price, the blame for failure 
should be placed where it belongs. The 
reviewer agrees with the author that ac- 
counting reform is primarily a problem 
for top management. Accountants and 
others can and should help. 


OTHER BOOK ENTRIES 


INTERNAL AUDITING. By W. W. Bigg 
and J. O. Davies. H. F. L. (Publishers) 
Ltd., 66 Chandos Place, London, W. C. 
2., London. 185 Net. 


CREDIT MANUAL OF COMMERCIAL LAWs, 
1954. Edited by Henry Heimann, W. 
Randolph Montgomery, Ernest A. 
Rovelstad. National Association of 
Credit Men, 229 Fourth Ave., New 
York 3, N. Y. $10.00. 


PRACTICAL FINANCIAL STATEMENT 
ANALYsIS. Roy A. Foulke. McGraw- 
Hill Book Co., 330 West 42nd Street, 
New York, N. Y. $10.00. 


ACCOUNTING SysTEMS. By J. Brooks 
Heckert and Harry D. Kerrigan. The 
Ronald Press Company, New York, 
N. Y. $7.00. 





Business Management 
Handbook Issued 
The Business Management Handbook, 


edited by J. K. Lasser, well-known tax | 
and business authority, recently announced | 


by the McGraw-Hill Book Company, New 


York, makes available in convenient ref- | 
erence form the experience, planning and | 


thinking of 20 business experts. In a 
viding a well-rounded picture of modern 
management, it offers the best of updated 
material compiled originally for the Ex- 


ecutive Course in Profitable Business Man- | 


agement. The Handbook provides charts, 

checklists, warnings and advice on major 
hases of management. 

The first eleven sections of the Business 


Management Handbook answer questions | 


on how to (1) find the right form for 
a business; (2) finance a business; (3) 
organize a business for more efficient man- 
agement; (4) avoid risks in business; 
(5) start a new business; (6) buy and sell 
a business; (7) market a product; (8) 
organize for good customer relations; (9) 


organize for good employe relations; | 


(10) ensure better relations with stock- 
holders; and (11) find the best location 
for a business. 

Subsequent sections focus attention on 
such key aspects of management as how 
to run accounting and cost systems, and 
how to design and use systems and forms 
for budgetary and internal control. 


AIA Issues Bulletin 
on Terminology 


The American Institute of Accountants 
recently released the first in a series of 
accounting terminology bulletins, contain- 
ing a “review and résumé” as prepared by 
the Institute’s Committee on Terminology. 
The bulletin consolidates a number of 
statements previously issued by the Com- 
mittee on Terminology of the American 
Institute and is intended to be “the first 
of many to be issued as the art of account- 
ing is kept abreast of the times.” 

The contents of the bulletin include: 
Discussions of Accounting Principles, Bal- 
ance Sheets-Assets-Liabilities, Value and 
Its Derivatives, Audit and Its Derivatives, 
Use of the Term “Reserve” and the Term 
“Surplus” and similar matters of interest 
to controllers and financial officers of cor- 
porations as well as public accountants. 


Booklet on Benefit 
Programs for Employes 


Ideas and helpful suggestions compiled 
on methods and ways to create a better un- 
derstanding among employes on pension, 
profit-sharing, and other benefit programs 
have been released in a brochure entitled 
“To Develop Better Understanding’’ by 
Edwin Shields Hewitt and Associates, Lib- 
ertyville, Illinois. 
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to handle your present needs .. . and 
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your company’s future progress 
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Preparing for Times of Economy 


(Continued from page 158) 


Budgets Before Standards? 

Budgetary programs for manufacturing 
activities are sometimes deferred in the 
mistaken belief that a body of sound opera- 
tions standards is needed before effective 
budgeting and cost controlling can begin. 
Fortunately, this is not necessary. While 
the existence of good work standards is 
helpful, progress in the institution of a 
balieriner control program is not pre- 
cluded by their absence. 

Probably no budgetary control program 
can be fully effective if work standards 


never are developed. Usually the program 
for developing standards and incorporat- 
ing them into accounting systems goes 
along with the program for budgetary 
control. Yet they can be administered sep- 
arately, and the second is not needed be- 
fore the first is started. 


Budgeting for Classification of Cost 

The object of budgeting is to promote 
cost control through planning. When 
goals for accomplishment have been estab- 
lished, cost expectancies are set forth. Then 
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cost performance under planned condi- 
tions is compared currently with those cost 
expectancies. That is the essence of budget- 
ary control. 

Under some conditions these objectives 
seem to come into conflict with the princi- 
ples of profit measurement. Budgeting and 
profit measurement do not always go hand- 
in-hand. When all manufacturing costs are 
assigned to products, for example, the 
product costs may lose some of their value 
for budgetary control purposes. Assuming 
that a unit of finished product costs $12, 
the knowledge of its total cost is useful for 
evaluating inventory and measuring profit 
through computation of the cost of goods 
sold. Yet information of that sort in that 
form is not wholly useful for budgetary 
control purposes. 

Form is of the essence for budgeting. 
Costs must be collected in homogeneous 
packages in order that plans and action 


| may be taken with respect to them. In the 


case illustrated—the cost of a unit of 
econo costs which are useful for 
udgetary control are those which pro- 
duced the total unit cost of $12. One must 


| go behind the scenes to find costs which 


are useful for budgetary control purposes. 
In the case of direct labor costs, the 
measure of efficiency is the degree of suc- 


| cess achieved in producing a given num- 


ber of products with a given amount of 
labor at a certain cost. In the case of mate- 
rial utilization the peore is much the 
same. Both may best be judged on the basis 
of the cost of a unit or a number of units. 
Budgets may be prepared on this basis for 
both such elements of cost. 

But for overhead costs the case is differ- 
ent. Since control starts at the source, most 
of the many kinds of cost which together 
comprise what we have learned to call 
“overhead” (for lack of a better name) 
must be isolated and budgeted for indi- 
vidually. They each have different char- 
acteristics. They must each be exposed to 
separate analysis if budgeting for this 
large portion of manufacturing costs is to 
be effective. 

It is often said that budgeting for manu- 
facturing costs is more difficult than is 
budgeting for nonmanufacturing costs. 
The reasons are several. Responsibilities 
for cost behavior often are not clear cut. 
Changes in schedules of production may 
constantly influence cost results. Product 
cost standards may be imperfect. But prob- 
ably the most important reason why manu- 
facturing costs are difficult to “budget’’ 
is the one that is mentioned above. 

Manufacturing costs, as they are usually 
found in cost accounts, are often not in the 
right form for use in budgetary control ; 
because of the conventions of accounting, 
and the principles of profit measurement, 
accountants are required to find ways to 


| gather unlike manufacturing costs to- 


gether, and attach them in installments to 
products as they are made. 
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These are some of the important matters 
which the controller must attend to, after 
a sound budgeting control program has 
been devised. He must: 







1. Devise an appropriate structure of 
internal reports. 

2. Organize a budgetary control team. 

3. Install the program. 

4. Follow through with respect to the 
results. 

5. Make changes in the program as re- 
quired. 














REPORTING THE RESULTS 

A budgetary control program is incom- 
plete unless it is complemented with a 
sound program for reporting results. Un- 
less the information is carried to those who 
should act upon it—and in a form which 
will enable them to do so—the program 
is destined to be stillborn. Surprising as it 
may seem, many well-conceived programs 
fail for lack of this one ingredient. 

The characteristics of good control re- 
ports are various. Each should limit itself 
to essentials which are pertinent to the 
needs of and controllable by its user, and 
should provide some bench mark for com- 
parison. Each should be easy to read and 
handle, should accent or dramatize the 
salient aspects of the information it con- 
tains, and should reach its audience in time 
for him to do something about those things 
which call for action. It almost goes with- 
out saying that all must be accurate and re- 
liable. 

Whenever it is possible to show trends 
in cost experience, reports should do so, 
and when they can be integrated one with 
another that should be done, too. And the 
amount of detail which is contained in 
management control reports should gen- 
erally be reduced more and more as they 
mount the ladder of the organizational 
hierarchy. 

Budgetary control reports can “make or 
break’’ the budget program. If they are 
striking and influential (and, of course, 
founded on a sound program) they can 
do much to assure the success of budget- 
ing; if they are dull and uninteresting the 
best underlying program in the world is 
doomed to failure. 
































ORGANIZING THE TEAM 

It is basic that any job which is to be 
undertaken should be organized for; there 
must be a team whose objective is to ac- 
complish the assigned duties. This is no 
less true of budgeting than it is of any 
other aspect of business operations. A 
budgeting team must be organized and its 
responsibilities clearly outlined. Members 
of the team must know what they are ex- 
pected to do and must be given the au- 
thority and responsibility for carrying out 
their assigned tasks. 

First, however, there must be a manual 
for the budget itself. Its breadth and its 
objectives should be clearly established at 
the beginning. If this is not done, there is 
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likely to be a great deal of ‘wheel spin- 
ning” before any forward motion is ob- 
tained. The cost of that waste motion may 
be a reduction of the interest of the or- 
ganization in making a success of a budget- 
ary program. 

In addition to defining the precise scope 
of the budget program for the year ahead, 
the Budget Manual should pursue some 
specific objectives such as: 


1. A greater awareness amongst the ex- 
ecutive group of the importance of costs 
and their behavior. 

2. A clearer understanding of the in- 
fluence of certain types of policies upon 
cost behavior. 

3. A better idea of the responsibility of 
individuals for categories of costs. 


How to Cut 
Clerical Costs 
and 
Improve 
Operations 


bel 





4. A more sensitive barometer of the 
interrelationship of costs and sales vol- 
ume. 

5. An indication of the capability of 
certain members of the management group 
to assume responsibility for the perform- 
ance of different aspects of the business 
operation. 

6. A measurement of managerial suc- 
cess in certain areas. 

7. An identification of areas of strength 
and weakness in company operations. 


Now the team should be selected and 
appointed. 

Actually, everybody on the manage- 
ment team is a member of the budgeting 
team, for execution purposes; when budg- 
eting has become second nature to a man- 


Just as sales departments 
have had to buckle down 
and go to work, management 
‘ 


must now tighten its “clerical 


t:’ Office procedure must be 


re-appraised to improve operations and cut costs. 


Since continuing work loads make a reduction in personne! 


out of the question, there is another way that costs can be 


reduced and, at the same time, give you greater office efficiency. 


For 20 years, Statistical has worked with management 


toward this end. These specialists have the experience to 


recommend sound ways to cut your clerical costs. 






As a suggestion, why not talk it over with one of our 


method engineers? There’s no obligation so phone 


or write our nearest office today. 
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agement group, everybody plays a part. 
Yet there must be a more select group 
whose primary function, as far as budget- 
ing is concerned, is related to setting the 
goals and the pars which comprise the 
budget for the period ahead. 

The first step in organizing the team is 
to select the person who will assume full 
responsibility for the budgetary —. 
If the company is of small or medium size 
the controller may add this responsibility 
to his others. If it is large or complex, a 
budget officer whose full-time responsibil- 
ity is the budget must be appointed. 

The budget committee is then gph 
and is usually comprised of members of 
the top level of the company administra- 
tion. In addition to the main budget com- 
mittee, there may be other secondary 
budget committees, such as a sales budget 
committee, production budget committee, 
and capital assets budget committee. 

These lesser committees direct their at- 
tention to problems of narrower scope, as 
indicated by their names. 

The budget committees are composed of 
operating executives for whose use the 
budgets are devised. They meet to discuss, 
coordinate, and agree; they adjourn to 
act. The budget director serves ex-officio 
as a member of each committee. He pre- 
pares budgets and interprets operating data 
for them. He helps them to use budgets to 
increase the effectiveness of their manage- 
ment. And he suggests and counsels with 
them in connection with objectives, re- 
sponsibilities, and performance. 

A properly composed team is not the 
final answer, of course. It must have, in 
addition to capable members and an ade- 
quate budget director, enough time to ac- 
complish its purposes. 


INSTALLING THE BUDGETARY PROGRAM 

When the weweemad steps of defining 
the scope of budgeting, preparing a time 
schedule for its adoption, doing the nec- 
essary accounting research, designing a 
structure of reports, and organizing the 
team have been well done, the adoption 
of the program presents no particular 
problems. Planning for budgeting is like 
budgeting for business activities; the bet- 
ter the planning job, the fewer the prob- 
lems of operations. 

That there will be problems is, of 
course, undeniable. No budgetary program 
ever started without at least some difh- 
culties. Usually, however, they may be 
minimized by alert budget directors who 
plan carefully each step along the way 
toward a program of effective budgetary 
control. 

The area of greatest potential difficulty 
at this time is communication. Those who 
are concerned with the budgetary control 
program must be kept informed. Unless 
they are, interest in the program will flag 
and enthusiasm dwindle. This is the 
major problem of installation, provided 
the planning has been done well. 


THE CONTROLLER * APRIL, 1954 








“FOLLOWING THROUGH” WITH 
RESPECT TO THE RESULTS 

The controller who ‘‘rests his case’ 
upon completed and delivered reports, no 
matter how good those reports may be, 
has lost one of his major opportunities to 
be a completely effective member of the 
management group. This is so because 
(1) interpretation of the results is never 
automatic, and (2) indicated remedial ac- 
tion very often needs a sponsor—some- 
body to encourage line management to 
make prompt, effective decisions. 

The best of reports are usually not 
enough in themselves. Interpretation is 
ordinarily required, if for no other rea- 
sons than that numbers don’t tell a very 
interesting story. 

The task of presenting these interpre- 
tations to people who receive the reports 
should not be taken lightly. An interpre- 
tation is not a re-reading of a report; 
something new must be added and some 
action must come of it. 





This being the case, a controller is in- 
evitably involved in the decisions which 
are made as a result of his interpretations. 
It is quite meaningless to say that he 
presents the information and lets the 
recipient make the decision. He certainly 
cannot make the decision, but neither can 
he avoid having an opinion about what 
sorts of solutions are appropriate to the 
problems. He is not without judgment 
in these matters. Indeed, his judgment is 
solicited—and should be. Any impar- 
tiality is automatically impaired. 

In this connection, “follow through” 
clearly does not mean taking corrective 
action in the “line function’ sense. Every 
controller knows that his authority is 
limited in that respect. Yet it is not 
enough for a controller who works for a 
company and hence is expected to be in- 
terested in improving its profits to take a 
disinterested attitude with respect to the 
results he reports. He is in a position to 
know what kinds of things should be done 


. . . . . . . . a . 


A WORD TO THE WISE CONTROLLER .. . 


Controllers who are members of budget committees 


should remember that: 


1. They are consultants to the members of the budget com- 
mittee rather than directors of planning. 

2. They should encourage the ability of others to make 
plans rather than make the plans themselves. 

3. Their skill in persuading team members to do an ef- 
fective job of planning and executing according to plan can 
produce dramatic improvements in operations. 
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“TOO BUSY” 

If the people who should be important members of the 
budgeting team are “‘too busy’’ to spend time around a com- 
mon table studying their own requirements and those of 
others, then ways must be found to free them (or help them 
free themselves) from the bonds which hold them so close 
to their jobs. 

This, indeed, may well be one of the first rewards of 
budgeting; if some executives can be encouraged to partici- 
pate in the development of plans and stimulated to free 
themselves from the routing of daily life in order to do so, 
then the problems of top management are more or less auto- 
matically simplified, since more people are thinking about 
the problems which are important to the company as a whole. 


THE SIDE LINE VIEW 

The controller has a fine line to walk. In presenting his 
considered point of view he must avoid joining political 
camps. He must be disinterested in his logic but not impar- 
tial in his conclusions. He has every right to draw conclu- 
sions from his experience, his knowledge, and his facts. It is 
incumbent upon him to make them known, yet he must 
avoid with extreme care the danger of acting like a ‘‘line’’ 
man in any of his relationships throughout the organization. 


















. petual inventory of the 


to improve operations and profits. His 
job is only partia'ly done if he neglects to 
develop and present a point of view with 
respect to these things. 

No budgeting program is complete or 
thoroughly satisfactory at the - start. 
Changes and development are both in- 
evitable and desirable. When the program 
is under way, the first things to look for 
are ways to improve it. As they are found, 
they should be adopted. 

Experience shows that you either move 
forward or backward in budgeting; there 
is no such thing as a standstill. Unless 
improvements are constantly being made, 
retrogression sets in. 

Controllers must watch for this, and 
prepare to maintain the forward move- 
ment which is the sign of a progressive 
budgetary program. 
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Eastern Controllers Conference (Continued from page 179) 


“The control device by which industry 
can serve to stabilize production,” Mr. van 
Pelt declared, “is through the adoption of 
scientific methods of forward planning. 
Soundly devised economic forecasts can 
place many managements in a position to 
look at the probable picture of consumer 
demands over future periods. Except when 
upset by wartime conditions, economic 
forecasts are relatively accurate over a span 
of time. Inaccuracies in the short-range 
forecast can be leveled out, when inter- 
preted into production schedules, by main- 
taining flexibility in inventory size. 

“It must be remembered that a guaran- 
teed annual wage plan may actually pro- 
vide a means of cost reduction when 
coupled with a soundly forecasted program 
of operations. Because of provisions in the 
Wage-Hour Act, the institution of a union 
negotiated wage guarantee will permit op- 
eration at more than forty hours a week 
without incurring overtime penalties.” 

The speaker named three principles 
which unions must accept in constructing 
any form of general wage guarantee. 
“First,” he observed, “stability of produc- 
tion will require shifting of employes be- 
tween jobs, with resultant compensation 
related to the value of the work performed. 
Second, a level of take-home pay during 
boom periods inflated by overtime must 
not be built into a basic wage for a normal 
week. Third, payments for time not 
worked, together with decreased expenses, 
must be less than amounts earned on the 
job, to provide a real incentive for the man 
to seek other employment.” 

Speaking for his union, Mr. Weinberg 
said that its goal can be described more ac- 
curately as a guaranteed employment plan 
rather than a guaranteed wage plan. ‘The 
primary responsibility,” he said, “will rest 
on the employer to provide work and 
wages, and the latter when he fails to pro- 
vide the former. Unemployment compen- 
sation benefits under our proposal will 
merely be an offset which the employer 
may use to reduce the cost of the obliga- 
tions he assumes under the guarantee plan. 

“The guaranteed wage proposals cur- 
rently being advanced by the major unions 
in the CIO would all require a worker re- 
ceiving guarantee payments to accept other 
suitable employment—properly defined— 
whether the separation from his regular 
employment was temporary or permanent. 
Payments made to a worker permanently 
dismissed would serve the same purpose as 
dismissal pay, in that they would ease the 
period of adjustment for the worker fol- 
lowing loss of his job. But the payments 
would cease once that purpose had been 
accomplished—when the worker had 
found suitable new employment. 

“We have always believed that there is 
much that many managements can do, 
through proper planning, to iron out the 
impact of cyclical fluctuations on employ- 


ment in their plants. We do not consider 
the guaranteed annual wage a panacea. We 
do believe that it can make an important 
contribution to economic stability, both 
directly through its effect on consumer pur- 
chasing power, and indirectly, through the 
incentives it provides for management to 
devote more energy and ingenuity to stabi- 
— both company-wide and economy- 
wide, 


EXECUTIVE COMPENSATION 

The function which executive compen- 
sation performs in providing incentive and 
attracting executive talent was discussed by 
James C. Olson, partner in the manage- 
ment consulting firm of Booz, Allen and 
Hamilton, New York. 

“The trend has been away from simple 
compensation systems to more complex 
ones,” Mr. Olson pointed out. ‘A manifold 
compensation plan might use any combina- 
tion of two or more of these nine basic 
tools: base salary, bonus, stock options, 
stock purchase plans, stock warrants, de- 
ferred salary compensation, pension plans 
and profit sharing trusts, insurance and 
fringe benefits. 

“You must recognize what you are try- 
ing to accomplish with these tools and 
blend them ‘into a plan that will succeed 
in your particular company situation. 
About the only concrete thing we can say 
at this point that will apply to all cases is 
that a good organization framework and 
a good base salary are necessary before you 
start applying the other tools. From then 
on, it is a matter of custom construction in 
each case.” 

Leslie Mills, partner in Price Water- 
house & Co., New York, explained provi- 
sions in the new tax bill, as well as the 
points specified in his assigned topic— 
“The Taxation of Excess Profits through 
Renegotiation.’”’ 

George W. Schwarz, vice president and 
treasurer, Wyandotte Chemicals Corpora- 
tion, Wyandotte, Mich., who is president 
of the Institute, presided over the election 
of directors, and spoke at the Conference 
banquet. The guest speaker at the latter 
was Arthur S. Flemming, Director of the 
Office of Defense Mobilization. Milton A. 
Barlow, secretary-treasurer, Hot Shoppes, 
Inc., president of the District of Columbia 
Control, presided at the banquet. 

Philip L. Graham, publisher, The Wash- 
ington Post and Times-Herald, was guest 
speaker at the luncheon on Monday. Ed- 
mund L. Grimes, executive vice president, 
Commercial Credit Co., Baltimore, chair- 
man of the board of the Institute, presided. 
Dr. Joseph R. Sizoo of The George Wash- 
ington University, delivered the invoca- 
tion. 

Henry W. Herzog, comptroller and 
treasurer of that institution, who served as 
general chairman of the Conference, also 
took part in presenting the speakers. 
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The May issue of THE CONTROLLER 
will carry a full review of a forthcoming 
Controllership Foundation study,* under- 
taken at the request of Controllers In- 
stitute’s National Committee on State and 
Local Taxation, which analyzes available 
facts about the apportionment and al- 
location formulae and factors used by 
states in taxing net income of corpora- 
tions in the general industrial, distribu- 
tive and extractive fields. 

Since it is properly the National Com- 
mittee’s province to discuss the pros and 
cons of greater standardization and, pos- 
sibly to make recommendations one way 
or another on that point, the report makes 
no recommendation for or against greater 
standardization among state formulae or 
factors. The report confines itself to a 
presentation, in comparative, cross-sec- 
tional form, of the basic facts as an aid 
to the Committee’s deliberations and dis- 
cussion of the problems involved. 

In the belief that a report would also 
be of general interest, especially to man- 
agement personnel who are not specialists 
in tax matters, the Foundation’s Research 
Executive Committee has authorized pub- 
lication of the result. 


* APPORTIONMENT AND ALLOCATION For- 
MULAE AND FACTORS USED BY STATES IN 
TAXES LEVIED ON OR MEASURED BY NET IN- 
COME OF INDUSTRIAL, DISTRIBUTIVE, AND Ex- 
TRACTIVE TYPES OF CORPORATIONS. 


x 


Controllership Foundation, research arm 
of Controllers Institute of America, has 
announced appointment of Miss Lila 
Ehrich as research assistant, effective March 
18. Miss Ehrich’s business background is 
one of well-balanced experience in busi- 
ness research, budget analysis, production 
of research reports and office management. 
She received her B.A. and M.B.A. degrees 
from New York University, College of 
Business Administration. 

Beginning her business career in statisti- 
cal analysis work for the consulting firm 
of Gilbert Associates, Miss Ehrich was also 
employed in the Industrial Relations De- 
partment of Otis Elevator Company. She 
comes to Controllership Foundation from 
Dun & Bradstreet, Inc., where her most re- 
cent assignments were those of surveys 
supervisor. and office manager. 

Miss Ehrich will handle the Founda- 
tion's Inquiry-Reference Service, editorial 
and production work for Foundation pub- 
lications and she will also do a consider- 
able amount of interviewing and statistical 
research in conjunction with Foundation 
research projects. 


Peeseanch Noten 


Although published in 1952 the “Con- 
ference on Research in Business Finance” 
(Simon Kuznets et al. New York: Na- 
tional Bureau of Economic Research) is 
still significant and timely. The problems 
of financing private investment expendi- 
tures, with emphasis both on the sources 
of capital supplied and on factors affect- 
ing investment decisions in business man- 
agement and individual investors, are 
taken up by noted economists. In most 
instances the authors summarized the 
status of research in their. respective fields 
and offer numerous suggestions for ad- 
ditional areas and methods of research. 


ok 


The National City Bank reports com- 
bined 1953 net income of 2359 corpora- 
tions totalled approximately $9.9 billion 
after taxes, compared with $9.0 in 1952, 
an increase of 10 per cent. About two 
out of three companies reported increases. 

Following is a summary comparison of 
net income reported, by various industrial 
groups: 


Number of 


Companies Industrial Group 


1103 Total Manufacturing 
29 Total mining, quarrying 
135 Total trade 
171 Total transportation 
204 Total public utilities 
69 Total amusements, services 
648 Total finance 


2359 Grand Total 


Among factors listed as contributing 
to this picture were: 


Recovery in 1953 from prolonged steel 
strike in 1952 and its effect on steel-con- 
suming as well as steel-producing com- 
panies; continued growth in production 
and sales; effects of modernization of 
plant and equipment; and relief from 
squeeze on profit margins with termina- 
tion of OPS ceilings on selling prices 
early in 1953. 


The annual report by U. S. Steel Cor- 
poration throws some interesting light on 
the perennial question of who owns the 
Nation's capital assets. A questionnaire 
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sent out by U. S. Steel to 280,000 of its 
individual common and preferred share- 
holders regarding their 1952 income and 
taxes disclosed the following figures. 
Based on returns from half of the stock- 
holders queried, nearly three-fifths of 
U. S. Steel individual stockholders have 
incomes of less than $5,000 a year and 
the average income in this group, which 
consists of 56% of U. S. Steel stock- 
holders, is slightly below $2,800. Yet 
this group owns 37% of U. S. Steel stock. 

The survey brought out other factors 
concerning the income of U. S. Steel 
stockholders: 

Only 10% of the shareholders had in- 
comes above $25,000 and they owned 
30% of the stock. 

In the $10,000-$25,000 income bracket 
were 16% with stockholdings amounting 
to 17%. 

About 18% were in the income range 
from $5,000 to $10,000 with stock owner- 
ship amounting to 16%. 

The modal average was in the $2,000- 
$3,000 bracket while the median average 
was $4,300. The mean average for all 
stockholders however was $11,000. 

Eight per cent of the stockholders re- 
ported incomes so small they were not re- 
quired to pay any income tax. 


One of the conclusions to be drawn 
from this survey concerns the effect of 
double taxation on dividends. According 
to the report, U. S. Steel in 1953 paid 


Reported Net Income 
After Taxes 
(In thousands of dollars) 
1952 1953 


Per 
Cent 
Change 


+10 
—21 
+2 
+4 
+15 
+6 
+11 


$5,881,430 
38,584 
351,516 
933,267 
1,461,379 
97,325 
1,148,552 


$5,361,516 
48,817 
344,013 
895,025 
1,270,367 
92,083 
1,032,935 


$9,044,756 $9,912,053 +10 


federal taxes amounting to 59 cents of 
each dollar potentially available for divi- 
dends. Of the remaining 41 cents paid 
in dividends, 21% or 9 cents was subject 
to personal income taxes. ‘By this process 
of double taxation,” said the report, ‘‘the 
Government therefore claimed 68% of 
potential dividend dollars.” 

U. S. Steel stockholders with incomes 
under $5,000 received dividends from 
U. S. Steel representing 8% of their total 
income. However, those with incomes of 
more than $5,000 got only 2% of their 
income from U. S. Steel dividends. Thus 
income taxes paid by the company bear 
four times as heavily on stockholders of 
smaller incomes, said the report. 
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Members of the Controllers Institute are identified in the follow- 
ing items by certificate number and year of election in parentheses. 


NEW CONNECTIONS... 

Roy L. Ash (#5732-1952) is now vice presi- 
dent of Litton Industries, Beverly Hills, Cali- 
fornia. He was formerly comptroller of Hughes 

Aircraft Company, Culver City, Calif. 
Robert R. Cosner (#5507-1952), formerly divi- 
sional controller, Stewart-Warner Corporation, 
Chicago, Ill., now holds the position of con- 
troller of Mound Road Plant, Ford Motor 
Company, Warren Township, Michigan... . 
Gordon A. Roth (#5646-1952) recently joined 
Toledo Camera Shop, Toledo, Ohio, as general 
manager. He was formerly assistant treasurer, 
Willys Motors, Inc., of the same city... . 
Edward V. Mills (#375-1934), formerly vice 
president and controller of Fireman’s Fund In- 
surance Co., San Francisco, Calif., has been 
admitted to general partnership in the firm of 
Reynolds & Co. and will be resident in the 
firm’s San Francisco office. 


CROSS COUNTRY... 

Walter J. Dreves (#2556-1943), formerly vice 
president and controller, Gamble-Skogmo, Inc., 
Minneapolis, Minn., is now vice president for 
finance and treasurer, American Optical Com- 
pany, Southbridge, Mass. ...C. Kenneth 
Groves (#2764-1943) was recently elected vice 
president and controller of the Plymouth Rub- 
ber Company, Canton, Mass. He was formerly 
associated with A. T. Kearney & Company, 
Chicago. . . . Joseph G. Maione (#1517-1939) 
is now treasurer, La Interamericana S.A., Mex- 
ico. He was formerly with C. V. Starr & Co., 
Inc., New York. . . . Wesley W. Lang (#5942- 
1953), formerly controller, A. D. Juilliard & 
Co., Inc., New York, is now treasurer, J. B. 
Roerig and Company Division, Charles Pfizer 
& Company, Inc., Chicago. 


ADDITIONAL DUTIES FOR... 

Henry E. Rauch, controller, Burlington Mills 
Corp., recently elected an executive vice presi- 
dent. He will continue to hold the title of 
controller... . Henry C. Schmielau (#2041- 
1941), controller, Universal Atlas Cement Co., 
a subsidiary of United States Steel Corporation, 
New York, adds duties of vice president. 


COLLEGE CONTROLLERS ... 


Edward S. Babbitt (#5152-1951), formerly 
assistant controller and general auditor, West- 
ern Newspaper Union, New York, is now 
comptroller of Mount Holyoke College, South 
Hadley, Mass. . . . L. Gard Wiggins (#4399- 
1948) will become comptroller of Harvard 
University, Cambridge, Mass., on September 1. 
He succeeds Howard N. Smith who resigned as 
comptroller after completing 12 years of serv- 
ice. Mr. Wiggins has been treasurer and sec- 
retary of Chilcott Laboratories, Inc., since 1947. 
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HONORS TO... 

Edward C. Hof (#627-1936), who started as 
an office boy (1903) and rose to comptroller 
(1934) of American Brake Shoe Company, 


New York. He was recently tendered a lunch- 
eon celebrating his 50 years of service with 
the company. In the picture, snapped at the 
Yale Club, Chairman William B. Given pre- 
sents a gift of company stock to Mr. Hof. 
Thirty other management people were present 
to congratulate him. Mr. Hof served as a na- 
tional director of Controllers Institute, 1938- 
1941, and as assistant treasurer, 1948-1952. 


NEW VICE PRESIDENTS .. . 


Elmer W. Nelson has been named a vice presi- 
dent of Diebold, Incorporated, Canton, O. 
Robert L. Schwarzkopf, elected vice president ‘and 
comptroller of the Thrift Bonus Corporation, 
New York. . . . Hayes M. Walker now vice 
president of Johnson & Higgins, New York. 

. Shuron Optical Co., Inc., Geneva, N. Y., 
has elected Robert E. Allen vice president. . . . 
Fletcher C. Chamberlin recently elected vice presi- 
dent of New England Trust Co., Boston. 
Eugene B. Mapel elected a vice president of 
Barrington Associates, Inc., New York. 

L. W. Jordan appointed vice president of Linde 
Air Products Co., San Francisco, Calif., a di- 
vision of Union Carbide of New York. 

Clarke J. Robertson elected vice president of 
Fairman & Harris, Inc., Chicago. . . . Elected 
vice presidents of their companies are Robert 
H. Warren, Geyer & Co., Inc., New York, and 
Carl A. Treiber, Dun & Bradstreet, Inc., New 
York. . . . General Acceptance Corp., Allen- 
town, Pa., has appointed Thomas P. McGinn, vice 
president. . . . Virgil C. Sullivan, Investors Di- 
versified Services, Inc., Minneapolis, elected 
vice president in charge of finance. . . . Don- 
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ald M. Kammert (#5736-1952), comptroller, 
West Penn Power Company, Pittsburgh. . . . 
Harry Jeffries (#5218-1951), comptroller, Sin- 
clair Oil Corporation, New York. 

John C. Lewis, Manufacturers Trust Co., New 
York. Harry K. Lubkert, Atlantic Mutual 
Insurance ‘Company and Centennial Insurance 
Company, and will continue as comptroller. 

. R. E. Brownell, California Trust Company, 
Los. Angeles, Calif. 

George J. Gruner, John Nuveen & Co., New 
York, now vice president and director. 
Wilbur S. Holton now vice president of Orange- 
burg Manufacturing Co. A. C. Baxter a 
pointed vice president of ‘McKesson & Ro 
bins, Inc., New York. . 1. W.. Patterson 
elected vice president and general manager of 
General Gas Corporation. 

H. S. Payson Rowe elected vice president of 
John Hancock Mutual Life Insurance Co., Bos- 
ton. . . . Leslie O. Copeland promoted to vice 
president of North American Life Insurance 
Company, Chicago. Arthur C. Rooney pro- 
moted to vice president ‘and general counsel of 
the same company. 


CONFERENCE WORKERS... 

P. M. Chiuminatto (#5009-1951), secretary- 
treasurer, Charmin Paper Mills, Inc., Green 
Bay, Wis., is serving on the Annual Conference 
Committee of NACA, now planning its 34th 
annual meeting in Chicago, June 13 to 17. 

. John E. Hearst (4843-1936), comptroller, 
S. S. Kresge Company, Detroit, is a member 
of the Technical Program Committee of the 
same meeting. 


CONFERENCE SPEAKERS... 

E. W. Kelley (#4030-1947), treasurer, Macy's 
Kansas City, and secretary of the Kansas City 
Control of Controllers Institute, was a speaker 
at the recent NACA Southwestern Conference, 
Fort Worth, Texas. ... J. E. Sommerhauser 
(#4780-1949), secretary, Lone Star Brewing 
Company, San Antonio, Texas, also served as 
discussion leader on “Process Manufacturing” 
at the Industrial Accountants’ Exchange at the 
same Conference. . . . Erwin P. Kraatz (#4480- 
1949), comptroller, Oil Well Supply’ Div., 
U. S. Steel Corporation, Dallas, Texas, and a 
director of the Dallas Control of Controllers 
Institute, and Ralph W. Rager (#3179-1944), 
vice president, presented a case study on how 
one company employs accounting communica- 
tions to develop cost consciousness, improve 
accuracy and completeness of cost and operat- 
ing data and to obtain a greater use of cost 
data at all management levels. 

Irving D. Dawes (#948-1937), vice president 
and treasurer, Virginia-Carolina Chemical 
Corp., Richmond, Va., and Myron W. Krueger 
(#4231-1948), vice president and treasurer, 
Raymond Concrete Pile Co., New York, will 
develop the themes ““The Accountant's Part in 
Profit Planning” and “The Accountant's Role 
in Cost Control and Reduction’ at the South- 
eastern Conference of NACA to be held at 
Richmond, Va., on April 23-24. . . . Willard J. 
Graham (#4217-1948), professor of Accounting 
at the University of North Carolina, Chapel 
Hill, N. C., and George McQuilkin 11 (#5788- 
1952) divisional controller, Bauer & Black 
Div., The Kendall Co., Chicago, Ill., will par- 
ticipate in a panel discussion on industrial ac- 
counting fundamentals at the same conference. 


NEW APPOINTMENTS . 

Rawn Brinkley, chief cost accountant with 
Blue Ridge Glass Corp., a company affiliated 
with the Corning Glass Works, Kingsport, 
Tennessee, and former member of the Con- 
troller’s Staff of the Corning Glass Works, 
Corning, N. Y., was recently named assistant 
to the secretary of National Association of 
Cost Accountants. 












PROMOTIONS .. . 


Frank D. Robinson, Diebold, Incorporated of 
Canton, Ohio named to, the position of treas- 
urer. He had been assistant treasurer since he 
joined the company in 1951. . . . William J. 
Healy elected an assistant treasurer of Falstaff 
Brewing Corporation. He had been chief ac- 
countant since 1951. . . . John T. Williams and 
J. Paul Taylor are now assistant vice president 
and assistant treasurer respectively, of the 
Manufacturers Trust Co., New York. 

Charles J. Burns promoted to assistant treas- 
urer of Revere Corporation of America. . . 
Harold £. Herting, comptroller, Barber-Greene 
Company, Aurora, Ill., named vice president. 
. . . Herbert E. Muller, -assistant comptroller, 
Congoleum-Nairn Inc., Kearny, N. J., has been 
elected comptroller to succeed F. L. Keiterer who 
retired on March 1 after 42 years of setvice. 

Succeeding Charles E. Humm, who is retiring 
on April 26 as vice president and controller 
of Sears Roebuck Co., Chicago, is Dowdus 
Baker, now treasurer. Danald MacArthur will 


move up to the office of treasurer. . . . Vern V. 
Reid, of Fairman & Harris, Inc., Chicago, elected 
secretary-treasurer. . . . Charles V. Boulton of 


International Business Machines Corporation, 
New York, appointed director of budgets. He 
previously was assistant to the vice president 
and treasurer. 


NEW DIRECTORS ... 

F. Hall Hately (#5332-1951), assistant treas- 
urer and controller, Farrington Manufacturing 
Company, Boston, Mass., was recently elected a 
director of the parent company as well as its sub- 
sidiaries, Farrington Texol Corporation and Far- 
rington Manufacturing Company: Limited of 


Canada. . . . Paul F. Swantee (#2888-1944), 
controller, International Telephone & Telegraph 
Corp. . . . J. H. Heidgen (#874-1937), financial 


vice president, American Seating Company, 
Grand Rapids, to succeed G. H. Roderick who re- 
signed as a director. . . . James E. Burd (#5321- 
1951) replaced Thornton $. Adams who retired 
from the Board of Directors of Spiegel, Inc., 
Chicago, Ill. Mr. Burd is treasurer and control- 
ler of the company. . . . Stanley W. Duhig 
(#558-1935), chairman of Southern Clays, Inc., 
New York, elected a director of Servel, Inc., 
New York. 





Obituary 








RALPH E. HEITMULLER, general comptroller, 
Acacia Mutual Life Insurance Company, Wash- 
ington, D. C., died on February 18, 1954 at 
the age of 56. Mr. Heitmuller, who held mem- 
bership #1350-1938 in Controllers Institute of 
America, served as president of the District of 
Columbia Control, 1943-1944. 


J. H. Horan, 63, treasurer, Penick & Ford, 
Ltd., Inc., New York, passed away on March 
14, 1954. His membership in Controllers In- 
stitute was #2750-1943. 


(Worp Has Just BEEN RECEIVED) 
CHARLES T. NEFF, JR., vice president and 
comptroller of the West Virginia University, 
Morgantown, West Virginia, died on October 
27, 1953 at the age of 54. He held membership 
#2561-1943 in Controllers Institute. 


ARTHUR WESLEY WAINWRIGHT, 65, finan- 
cial vice president of the Emhart Manufacturing 
Company, Hartford, Conn., died on March 23, 
1954. Before joining Emhart in 1947, Mr. 
Wainwright was assistant treasurer, SKF In- 
dustries, Inc., Philadelphia. He was a member 
of Controllers Institute (#1756-1940). 
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Cave Time & Worry 


if you are responsible for your company’s Insurance Program. 


Have a Jamison Audit made of your entire insurance re- 
quirements so as to be sure that 


1. All large loss exposures are properly insured, 


2. Full advantage has been taken of the new “cost- 
plus” rating plans, 


3. And premium costs are in line. 


Also advice on special insurance problems on a professional 
fee basis. 


HERBERT L. JAMISON & CO. 


Insurance Survey, Audit and Advisory Service 
270 MADISON AVENUE, NEW YORK 16 
























Tv's all these reasons . . . and more . . . that makes ‘Printed by 
Pandick” a guarantee of the finest and most complete printing service 
available. For over 30 years now, we’ve printed thousands of important 
documents for you . . . Registration Statements, Prospectuses, Annual 
Reports, Proxy Statements and many others. 

We're available ““Wight & Day”’ and offer our long “‘Experience”’ 
to give you ““Personalized Service’’ with your printing needs . . . fast ! ! 


Pandick Press, hae 


Established 1923 
22 THAMES ST., NEW YORK 71 CLINTON ST., NEWARK, W. J. 
WOrth 4-2900 NY 1-3167 MArket 3-4994 
















*« OPPORTUNITIES « 


EMPLOYMENT * EQUIPMENT * MISCELLANEOUS 


RATES: $5.00 per inch or fraction thereof each 
insertion. 50¢ each additional line. Payable in 
advance. Allow approximately 40 words to the 
1 column-wide inch including 2 words for box 
number. Closing date 10th of preceding month. 


Address box number replies to THE COn- 
TROLLER, One East Forty-second Street, New 
York 17, N. Y. Replies will be forwarded. 





SITUATIONS WANTED 





CPA-CONTROLLER 


of medium-sized manufacturing company in 
Chicago seeks challenging similar position 
with manufacturing or commercial concern. 
Age 41, B.S. degree. Twenty years’ experi- 
ence in public accounting and private in- 
dustry, including administrative, corporate 
tax and financial matters. Present earnings 
$8200.00 Home ‘owner but will relocate for 
right job. Box 2109. 


EXECUTIVE ACCOUNTANT- 
CONTROLLER OR ASSISTANT 
CPA (Michigan), B.S. Business Administra- 
tion, 33, family, seeking position with oppor- 
tunity and challenge. Seven years’ public ac- 
counting experience. Four years’ private ac- 
counting and auditing experience. Prefer 

West Coast or Midwest. Box 2110. 


ASSISTANT CONTROLLER 
ASSISTANT TREASURER 
Certified Public Accountant; member, New 
York State Society of Certified Public Ac- 
countants; in own practice 20 years; seeks as- 
sociation as assistant controller or assistant 

treasurer. Salary open. Box 2111. 


RECORDS ADMINISTRATOR-ANALYST 
Personally inventoried evaluated firms’ rec- 
ords with combined annual sales exceeding 
$600 million. Released equipment, space; de- 
veloped perpetual controls, archives, reten- 
tion-elimination programs. Latest workable 
techniques. Savings effected offset initial cost 
by 75%. Available. Location secondary. Box 
2112. 


SENIOR EXECUTIVE 
Controller, C.P.A. and B.B.A. with vision and 
leadership. Instilis confidence, promotes coop- 
eration and has full awareness that finance, 
budgets and accounting are a means . . . not an 
end. Will accept salary commensurate with 
challenge. Box 2113. 





MISCELLANEOUS 





BE YOUR OWN JOB BROKER 
Personnel director (advertising background) 
who has specialized in focusing salient points 
in work histories to key executives, will analyze 
and rewrite your work history. Will also supply 
you with list of executives and firms in similar 
fields and in areas you select. Individually writ- 
ten introductory letters may also be had for 
your signature and mailing. For details, write 
F. W. MacPhail, 6458 N. Magnolia Avenue, 
Chicago 26, Illinois. 





NOTE: THe CoNnTROLLER reserves the right to ac- 
cept, reject or censor classified copy and takes no re- 
sponsibility for the people contacted through this col- 
umn nor does it guarantee any item bought or sold. 





Ohio State Plans Set for 


16th Annual Institute on Accounting, May 20-21 


Presentation of distinguished account- 
ants elected to the Accounting Hall of 
Fame will again feature the two-day six- 
session 16th Annual Institute on Account- 
ing to be held on May 20-21 at Ohio State 
University, Columbus, Ohio. The Institute 
is under the direction of Hermann C. 
Miller, chairman of the College of Com- 
merce and Administration of the Univer- 
sity. 

Speakers will include: 

First Session. (Frank Arnold, CPA, 
president, the Ohio Society of Certified 
Public Accountants, and partner, Arnold, 
Hawk & Cuthbertson, Dayton, Ohio, pre- 
siding. ) 

Clarence Snyder, controller, John A. 
Roebling’s Sons Corporation, subsidiary 
of the Colorado Fuel & Iron Corporation, 
Trenton, N. J.—member of Controllers 
Institute—who will speak on ‘‘Interpret- 
ing Figures for Operating Management” : 

I. Wayne Keller, president, National 
Association of Cost Accountants, and con- 
troller, Armstrong Cork Company, Lan- 
caster, Pa., who has chosen “Cost Controls 
in Returning to a Competitive Market”’ as 
his subject. 

Second Session. (Frank Arnold also pre- 
siding.) A luncheon at which Dr. Paul E. 
Fertig, chairman, Committee on Account- 
ing Education of the Ohio Society of Certi- 
fied Public Accountants, will present the 
Society's award to the highest CPA candi- 
date in the Fall 1953 examination. 

Third Session. (Frank P. Smith, presi- 
dent, American Accounting Association, 
and director, Bureau of Business Research, 
University of Michigan, Ann Arbor, 
Michigan, presiding. ) 

Jonathan N. Harris, industrial account- 
ing consultant, Cambridge, Mass., and 
member of Controllers Institute, will talk 
on “Product Line Earnings Under Direct 
Costing” ; 

Arthur B. Foye, CPA, president, Ameri- 
can Institute of Accountants, and partner, 
Haskins & Sells, New York, will review 
“Professional Standards.” 


Fourth Session. (Dean Walter C. 
Weidler, College of Commerce and Ad- 
ministration, Ohio State University, pre- 
siding. ) 

Clifford F. Hood, president, United 
States Steel Corporation, New York, 
whose subject will be “A Bigger Pie Has 
Bigger Pieces.” 

Presentation of the 1954 elections for 
the Accounting Hall of Fame: Carman 
George Blough, director of Research, 
American Institute of Accountants; Sam- 
uel John Broad, partner, Peat, Marwick, 
Mitchell and Company; Thomas Henry 
Sanders (1885-1953), professor emeritus 
of Accounting, Graduate School of Busi- 
ness Administration, Harvard University ; 
and Hiram Thompson Scovill, retired 
chairman, Department of Business Admin- 
istration, University of Illinois. 

(Names elected to the Hall of Fame in 
preceding years include: George Oliver 
May, Robert Heister Montgomery and 
William Andrew Paton, 1950; Arthur 
Lowes Dickinson and Henry Rand Hat- 
field, 1951; Elijah Watt Sells and Victor 
Hermann Stempf, 1952; and T. Coleman 
Andrews, Colonel Charles Ezra Sprague 
(1842-1912), Arthur Edward Andersen 
(1885-1947), Joseph Edmund Sterrett 
(1870-1934), 1953.) 

Fifth Session. (George W. Schwarz, 
president, Controllers Institute of Amer- 
ica, and vice president and treasurer, 
Wyandotte Chemicals Corporation, Wyan- 
dotte, Michigan, presiding. ) 

Mark E. Richardson, CPA, partner, 
Lybrand, Ross Bros. & Montgomery, New 
York, who will discuss ‘Federal Tax Plan- 
ning” ; 

J. S. Seidman, CPA, partner, Seidman & 
Seidman, New York, speaking on the sub- 
ject of “Current Developments in Income 
Taxes.” 

Sixth Session. Luncheon addressed by 
Merle Hostetler, director of Research, 
Federal Reserve Bank of Cleveland, Cleve- 
land, Ohio, who will give “The Business 
Outlook.”’ 


Newspaper Controllers to Discuss 
Cost and Accounting Techniques 


Cost problems and accounting tech- 
niques will be the chief topics for dis- 
cussion at the 1954 National Spring Con- 
ference of the Institute of Newspaper 
Controllers and Finance Officers to be 
held April 11-13 in Richmond, Va. 

Newspaper executives who will take 
part in the program include H. B. Crump, 
comptroller, Newspaper Printing Cor- 
poration, Nashville, Tenn., who will 
speak on ‘New Ideas in Newspaper Ac- 
counting Practices,” and J. H. Shackmann 
of Scripps-Howard Newspapers, Cincin- 


nati, Ohio, whose topic will be “Current 
Problems in Newspaper Accounting.” 

Time-saving ideas in newspaper ac- 
counting will be covered in a symposium 
led by John B. Olson, controller, St. 
Petersburg (Fla.) Times. 

At the closing session, Ernest W. Ad- 
nitt, chief accountant, Toronto (Ont.) 
Daily Star and Star Weekly, will present 
the report of the Institute’s Committee on 
Study and Development of Newspaper 
Cost Systems, aided by several of the 
committee members. 
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Gives instant answers—no presetting of dials, 
bars, levers to slow you down. Floating Touch 
speeds figure work by making it easier. 
Three-Way Error Control gives automatic 
accuracy. Call the Comptometer representative. 


Electric and non-electric models 


COMPTOMETER ADDING- 

CALCULATING MACHINES are 

made only by Felt & Tarrant 

Manufacturing Co., and sold 

exclusively by its Comptometer 
Division, 1734 North Paulina Street, 
Chicago 22, Illinois. Offices in principal 
U. S. cities and throughout the world. 


COMPTOMETER 
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UNITED 


AIR LINES Be 
Waltonals save us 52% a year 


on our investment.”?—unitep airuines, Chicago 


“Our National Accounting Machines, which replaced mechanized 
equipment of other types, have been installed an average of only 
about a year. Yet they are already saving us $23,000 a year—an 
annual return of 52% on our investment. 

“This saving is especially significant because Accounts Re- 
ceivable (our biggest job) increased over 50% since we installed 
Nationals, without any increase in personnel or machines. 

“Our month-end balancing procedure has been materially re- 
duced. We are proud of our neater, 
easier-to-read, up-to-date accounting 
records. And Nationals have greatly Conspirolie 
simplified our operator training.” United Airlines 


JOBS HANDLED 


Accounts Receivable— 

Air Travel Plan Billing— 
Government Travel Billing 
Accounts Payable 
Passenger Refund Vouchers 
Check Writing 

Analysis of Air Freight 


Revenue 


THE NATIONAL CASH REGISTER COMPANY, payron9,on1o0 


National machines cut costs by 
doing up to % of the work auto- 
matically, and pay for themselves 
with the money they save. Your 
nearby National representative will 
gladly show how much you can 
save with Nationals. Call him 
today! 


* TRADE MARK REG. U. &. PAT. OFF. 
SNational 
ACCOUNTING MACHINES 
ADDING MACHINES « CASH REGISTERS 








